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RAILROAD RETIREMENT AND RAILROAD UNEMPLOY- 
MENT INSURANCE LEGISLATION 


TUESDAY, FEBRUARY 3, 1959 


Houser or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10 a.m. in room 1334, New 
House Office Building, Washington, D.C., Hon. Oren Harris (chair- 
man) presiding. 

The CHairMAN. The committee will come to order. 

The House Committee on Interstate and Foreign Commerce is meet- 
ing this morning to begin hearings on bills referred to the committee 

roviding for amendments to the Railroad Retirement Act, Railroad 

etirement Tax Act, and Railroad Unemployment Insurance Act. 

I think it is appropriate for this committee to begin its first hear- 
ing of the 86th Congress with this legislation, because it is really un- 
finished business from the last Congress, and in fact the Congress pre- 
ceding the last Congress. 

The members who were here will recall that during the closing 
days of the 2d session of the 84th Congress, legislation was adopted 

anting generally a 10-percent increase in retirement and survivor 

nefits, with some exceptions. That was contained in Public Law 
1013 of the 84th Congress. 

No provision was made for the financing of the cost of these bene- 
fits, which amounted to $83 million a year on a net level cost basis. 
There already was an existing deficiency of $86,390,000 a year on a 
level cost basis. Hence, enactment of this law increased the deficiency 
to $169,390,000 a year, or 3.2 percent of taxable payroll. 

The Congress was told that enactment of this legislation was an 
emergency measure and was necessary to help thousands of retired 
railroad employees, their wives, and the widows of such employees 
to meet the day-to-day living expenses. The Congress was assured 
by myself and other members of the Committee and by others who 
were interested in this program that legislation would be considered 
_- during the 85th Congress to finance the cost of these bene- 

ts. Representatives of railroad labor organizations gave firm assur- 
ances that they would propose, at the opening of the 85th Congress, 
a legislative program to assure adequate financing. The President, 
ina statement accompanying the signing of Public Law 1013 at that 
time, stated in part: 


It is imperative that satisfactory legislation for this purpose—to assure ade- 
quate financing of the railroad retirement system—be proposed and enacted. 


_iIn the 85th Congress, this committee held hearings on railroad re- 
tirement legislation early in the first session. The principal interest 
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during these hearings centered around H.R. 4353 and other identica] 
and related bills. ‘These bills were sponsored by all the standard rajj. 
way labor organizations and were comprehensive measures designed to 
grant additional benefits and to eliminate the deficit in the railroad 
retirement account. At these hearings the railroads agreed to a tax 
increase to make up the cost of the increased benefits provided by the 
previous law referred to, Public Law 1013 in the 84th Congress, 

The committee was prepared to take action on the pending bills 
but was requested to defer such action, pending the outcome of q 
separate bill, pending before the Committee on Ways and Means 
which provided for the exclusion of employee retirement taxes from 
gross income for purposes of the employee’s income tax and from 
withholding at the source. 

Therefore, no bill was reported during the 1st session of the 85th 
Congress. 

Recognizing the condition of the railroad retirement account, and 
the commitments made 2 years previously, the committee reported 
a bill late in the 2d session of the 85th Congress which provided for 
an increase in benefits and an increase in taxes sufficient to eliminate 
the actuarial deficit. A rule was not granted on this bill and go it 
could not be brought up for consideration in the House under the 
regular procedure. 

The members who were here will also recall that on the last day of 
the 85th Congress a bill providing for amendments to the Railroad 
Retirement Act, Railroad Retirement Tax Act, and Railroad Unem- 
ployment Insurance Act was referred to the House by the Senate 
which had passed it only the previous day. ‘These amendments were 
added to a bill providing for amendments to the Longshoremen’s 
and Harbor Workers’ Compensation Act, which I believe was H.R. 
12728 of the 85th Congress. That was a bill not within the juris- 
diction of this committee, however, and the parliamentary procedure 
was rather unusual. 

As a matter of fact, the only way this bill could have been brought 
up in the House was by unanimous consent, and, as the record shows, 
there was objection to the unanimous-consent request. And so the 
legislation died with the adjournment of the 85th Congress. 

This committee considered a great deal of legislation affecting the 
transportation industry in the 84th and the 85th Congresses. I think 
there were some very outstanding accomplishments in the field of 
transportation which had for its purpose the strengthening of the 
great transportation system of this country. This committee now, 
as it always has been, is open and ready for business and the doors 
are always open to any of these matters affecting our transportation 
system that would help to strengthen it and provide for better serv- 
ice to the American people. Today the committee is giving priority 
to the railroad retirement and unemployment insurance legislation 
making it the first order of business in this Congress. 

Already there are over 40 bills pending before the committee pro- 
viding for amendments to the retirement and unemployment insur- 
ance program. These bills.are: 

H.R. 217, H.R. 218, H.R. 219, and H.R. 220, by Mr. Poff,.of Vir- 

inia; H.R. 223 and H.R. 225, by Mr. Powell, of New York; H.R. 
P35 by Mrs. Church, of Tlinois; H.R. 765 and H,R. 3166, by our 
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colleague on this committee, Mr. Friedel, of Maryland; H.R. 941, by 
Mrs. St. George, of New York; H.R. 970, H.R. 971, H.R. 972, H.R. 
1370, H.R. 1373, and H.R. 1374, by Mr. Van Zandt, of Pennsylvania; 
H R. 977, by our colleague on this committee, Mr. Williams, of Missis- 
si opi; H.R. 1012, by myself; H.R. 1013, by our colleague on this com- 
rnstten and distinguished ae minority member, Mr. Bennett of 
Michigan; H.R. 1055, by our colleague on this committee, Mr. Rob- 
erts, of Alabama; H.R. 1273 and H.R. 3478, by Mr. Lane, of Massa- 
chusetts ; H.R. 1384 and H.R. 1385, by Mr. Winstead, of Mississippi; 
FLR. 2214, and H.R. 3052, by Mr. O'Neill, of Massachusetts; H.R. 
9933, by Mr. Siler, of Kentucky; H.R. 2500, by Mr. Rains, of Ala- 
bama ; TLR. 2541, by Mr. Heckler, of West Virginia; H.R. 2556, by 
Mr. Porter, of Oregon; H.R. 2814, by Mr. Zelenko, of New York; 
TLR. 2916, by Mr. George P. Miller, of California; H.R. 2925, by our 
colleague on this committee, Mr. Rhodes of Pennsylvania; H.R. 3027, 
by a former colleague on this committee, Mr. Loser, of Tennessee ; H.R. 
3219, by our colleague on this committee, Mr. Staggers, of West Vir- 

inia; H.R. 3289, by Mr. Dorn of South Carolina; H.R. 3440, by Mr. 

iley, of West Virginia ; H.R. 3469, by Mr. Foley, of Maryland; H.R. 
3483, by Mr. McDowell, of Delaware; H.R. 3511, by Mr. Van Pelt, of 
Wisconsin, H.R. 3705, by Mr. Bennett of Florida; H.R. 3736, by our 
colleague on this committee, Mr. Mack of Tlinois; H.R. 3761, by Mrs. 
Simpson, of Illinois; H.R. 3857, by Mr. Flynn, of Wisconsin; H.R. 
3891, by Mr. Broyhill, of Virginia; and H.R. 3928, by Mr. Tollefson, 
of Washington. . 

Approximately half of these bills are identical or substantially 
similar to H.R. 1012. I should, therefore, like to summarize the 
principal provisions of H.R. 1012. This bill is substantially the 
same as the Senate amendments to the longshoremen’s bill, to which 
I have previously referred. 

The principal provisions of H.R. 1012 are: 


I, AMENDMENTS TO RAILROAD RETIREMENT ACT 


1. Retirement and survivor annuities and pensions would be in- 
creased by 10 percent, accruing for months after December 1958. 

2. Spouses, and women employees with less than 30 years of serv- 
ice, may elect to retire at age 62 at reduced annuity. The reduction 
would equal one one-hundred-and-eightieth for each month the 
woman is under age 65. 

3. Disability annuitants may earn up to $1,200 a year (instead of 
$100 a month under present law) without forfeiting their annuity. 

4. Maximum creditable compensation would be increased from 
$350 to $400 a month beginning January 1, 1959. 


Il, AMENDMENTS TO RAILROAD RETIREMENT TAX ACT 


_ Effective on January 1, 1959, the maximum taxable base would be 
Increased from $350 to $400 a month per employee. Beginning with 
January 1, 1959, and continuing through December 31, 1961, the em- 
ployer and employee tax rate would be increased from the present 614 
Percent to 634 percent each. Beginning with January 1, 1962, the 
employer and employee tax rate would be increased again to 714 per- 
cent each. In addition, the employer and employee tax rate is sched- 
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uled to increase again after 1964 by a number of percentage points 
equal at any given time to the number of percentage points by which 
the rate of tax under the Federal Insurance Contributions Act (for 
social security purposes) at that time exceeds the rate provided b 
paragraph (2) of section 3101 of the Federal Insurance Contributions 
Act as amended by the Social Security Amendments of 1956 (such 
rate being 234 percent). 

The increase in the tax base and contribution rates proposed by 
the amendments to the Railroad Retirement Tax Act, I am happy to 
state, will produce sufficient revenue for the retirement system to pay 
for the 10-percent. increase in benefits proposed by this bill, and to 
virtually remove the actuarial deficiency which now exists, thereby 
placing the railroad retirement system in a sound financial condition, 


Ill AMENDMENTS TO RAILROAD UNEMPLOYMENT INSURANCE Acr 


1. Unemployment insurance benefits would be paid for days of 
unemployment in excess of 4 days during any registration period, 
Under present law, benefits are not payable during the first registra- 
tion period within a benefit year except for days of unemployment in 
excess of 7 days. 

2. A new schedule of increased daily benefit rates would apply, 
ranging from a minimum daily benefit rate of $4.50 for annual com- 
yensation of $500 to $699.99 to a maximum daily benefit rate of $10.20 

or annual compensation of $4,000 or more, effective in the general 

benefit year beginning July 1, 1958. The minimum daily rate pay- 
able would be not less than 60 percent of the daily rate of compensa- 
tion (with a maximum of $10.20 per day) for the employee’s last 
employment in which he was engaged for an employer during the base 
(calendar) year. 

3. Extended unemployment. benefit. periods beyond the 130 days 
allowed by present law would be provided as follows: 

(a) An employee with less than 10 years of service who has after 
June 30, 1957, exhausted his rights to unemployment benefits under 
present law would receive additional unemployment benefits for days 
of unemployment not exceeding 65 days which occur in registration 
periods hae 0 on or after June 19, 1958, and before April 1, 
1959. 

(5) An employee with 10 but less than 15 years of service, upon 
exhaustion of his rights to unemployment benefits under present law 
in a given benefit year, would be entitled to an additional 65 days of 
unemployment benefits in such benefit year. 

(c) An employee with 15 or more years of service, upon exhaustion 
of his rights to unemployment benefits under present law in a given 
benefit year, would be entitled to an additional 130 days of unem- 
ployment benefits in such benefit year. 

4, Sundays and holidays could be compensable days of unemploy- 
ment, just as any other day, whether or not such Sundays and holidays 
are preceded and succeeded by a day of unemployment. 

5. The maximum taxable base would be increased from $350 to 
$400 a month per employee effective January 1, 1959, and the tax rate 
would be changed from a minimum of 114 percent to a maximum of 
314 percent depending upon the balance in the railroad unemployment 
Insurance account. 
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I think the record shows, and these hearings will develop, that this 
account is in a pretty sad state at the moment. 

Other bills pending before the committee provide for (1) liberali- 
zation of the retirement age so as to permit retirement after 30 years 
of service at age 60 or after 35 years of service regardless of age; (2) 
repeal the dual benefit restriction on the payment of annuities to 
spouses; (3) repeal the restriction on the payment of a widow’s benefit 
under both the Railroad Retirement Act and Social Security Act; (4) 
repeal the “last person employer” clause; and so forth. he chairman 
of the Railroad Retirement Board has prepared a tabulation giving 
the principal provisions of all of these bills including the costs 
involved in the legislation, and I understand he will present this tabu- 
Jation in the course of his testimony before the committee. I shall, 
therefore, not go into detail on these bills. 

These hearings will continue through the remainder of this week 
and will be resumed on February 16. During this week we shall hear 
first from Members of Congress who are sponsoring bills on this sub- 
ject. Then we shall hear the Railroad Retirement Board, the Rail- 
way Labor Executives’ Association, and other witnesses who desire 
to testify. On February 16 we shall hear from the Association of 
American Railroads and other industry witnesses; that is, those who 
desire to be heard. 

A copy of each bill, excluding, of course, duplications, pending be- 
fore the committee, and the agency reports which I have here before 
me will be inserted in the record at this point. 

(The bills referred to follow :) 


[H.R. 217, 86th Cong., 1st sess.] 
A BILL To reduce the spouse benefit age under the Railroad Retirement Act to 62 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 of the Railroad Retirement 
Act of 1937, as amended, is amended by adding at the end thereof the following 
new subsection : 

“A spouse who would be entitled to an annuity under subsection (e) if she 
or he had attained the age of sixty-five may elect upon or after attaining the 
age of sixty-two to receive such annuity, but the annuity in any such case shall 
be reduced by one one-hundred-and-eightieth for each calendar month that the 
spouse is under age sixty-five when the annuity begins to accrue.” 


[H.R. 218, 86th Cong., Ist sess.] 
A BILL To amend the Railroad Retirement Act of 1937, as amended 


Beit enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Railroad 
Retirement Act Amendments of 1959”. 

Sec. 2. Paragraphs numbered 2 and 8 of section 2(a) of the Railroad Retire- 
ment Act of 1937, as amended, are amended to read as follows: 

“2. Individuals who will have attained the age of sixty and will have com- 
pleted thirty years of service. 

“3. Individuals who will have completed thirty-five years of service, without 
regard to age’’. 

Sec. 3. Section 3(c) of such Act is amended to read as follows: 

“(c) The ‘monthly compensation’ shall be the average compensation paid 
to an employee with respect to calendar months included in his ‘years of 
service’, except that with respect to service prior to January 1, 1987, he shall be 
credited with monthly compensation in an amount equal to the average compensa- 
tion paid to him monthly for the five calendar years (consecutive or nonconsecu- 
tive) included in his ‘years of service’ for each of which he received aggregate 
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compensation exceeding that received by him for any other such calendar year 
provided that in computing ‘monthly compensation’, no part of any months’ com. 
pensation in excess of $350 shall be recognized.” 

Sec. 4. All recertifications required by reason of any amendment made by this 
Act shall be made by the Railroad Retirement Board without application there- 
for. 


[H.R. 219, 86th Cong., Ist sess.] 


A BILL To amend the Railroad Ketirement Act of 1937 to permit an annuitant to receive 
his annuity even though he renders compensated service for the outside employer by 
whom he was last employed before his annuity began to accrue 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the first paragraph of section 2(a) 
of the Railroad Retirement Act of 1937, as amended, is amended to read ag 
follows: 

“Sec. 2. (a) The following-described individuals, if they shall have been em. 
ployees on or after the enactment date, and shall have completed ten years 
of service, shall, subject to the conditions set forth in subsections (b), (c), and 
(d), be eligible for annuities after they shall have ceased to render compensated 
service to an employer as defined in section 1(a) :’’. 

(b) Section 2(b) of such Act, as amended, is amended by striking out “and of 
the person by whom he was last employed”’. 

(c) Section 2(d) of such Act, as amended, is amended by striking out “or to 
the last person by whom he was employed prior to the date on which the annuity 
began to accrue”. 

Sec. 2. The amendments made by this Act shall be effective with respect to 
annuities accruing during calendar months after the month in which this Act 
is enacted. 


(Nore.—H.R. 971, by Mr. Van Zandt, is identical with H.R. 219.) 


[H.R. 220, 86th Cong., 1st sess. ] 


A BILL To repeal the provisions of the Railroad Retirement Act which reduce the annuities 
of the spouses of retired employees, and the survivors of deceased employees, by the 
amount of certain monthly benefits payable under the Social Security Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the third proviso in section 2(e) of the 
Railroad Retirement Act of 1937, as amended (which proviso relates, in part, to 
the reduction of the spouse’s annuity by the amount of certain insurance benefits 
under the Social Security Act), is amended to read as follows: “And provided 
further, That any spouse’s annuity shall be reduced by the amount of any an- 
nuity to which such spouse is entitled, or on proper application would be entitled, 
under subsection (a) of this section or subsection (d) of section 5 of this Act”, 

Sec. 2. The second sentence of section 5(g) (2) of such Act (which relates to 
the correlation of payments to survivors) is repealed. 

Sec. 3. This Act shall take effect with respect to benefits accruing under the 
Railroad Retirement Acts after October 30, 1951. 

Sec. 4. In the case of any deceased individual whose death occurred before 
the first day of the first month following the month in which this Act is enacted, 
so much of any annuity payment as is due such individual by reason of the en 
actment of this Act shall be paid only— 

(1) to the widow or widower of the deceased, if such widow or widower 
is living on such first day ; or 

(2) if there is no such widow or widower, to the child or children of the 
deceased if such child or children are living on such first day. 

For the purposes of this section, the terms “widow”, “widower”, and “child” 
have the same meanings as those assigned to such terms by section 5(1) (1) of 
the Railroad Retirement Act of 1937, as amended. 


(Nore.—H.R. 977, by Mr. Williams, and H.R. 1385, by Mr. Win- 
stead, are identical with H.R. 220.) 
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[H.R. 223, 86th Cong., 1st sess.] 


BILL To amend the Railroad Retirement Act of 1937 to provide full annuities for 
A ndividuals who have completed thirty years of service; to provide annuities thereunder 
to equal 50 per centum of taxable wages of the five years of highest earnings 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2(a) of the Railroad Retirement 
Act of 1937 is amended by striking out numbered paragraphs 1, 2, and 3 and in- 
serting in lieu thereof the following : 

“1, Individuals who will have completed thirty years of service.” 

Sec. 2. That section 3(a) of such Act is amended to read as follows: 

“(a) An individual who completes thirty years of service shall receive 50 per 
centum of his taxable wages of his five years of highest earnings.” 

Sec. 3. Section 1500 of the Railroad Retirement Tax Act is amended to read 

llows : 
Tae addition to other taxes, there shall be levied, collected, and paid upon the 
income of every employee a tax equal to the following percentage of so much of 
the compensation not in excess of $400 for any calendar month : 

“1, With respect to compensation paid, the rate shall be 644 per centum.” 

Sec. 4. Section 1520 of such Act is amended by substituting wherever there 
appears the amounts $350 to read $400, and numbered paragraph 1, 2, and 3 is 
struck out, and the following to be inserted in lieu thereof : 

“1, With respect to compensation paid the rate shall be 644 per centum.” 

Sec. 5. (a) The amendments made by this Act shall be effective with respect to 
all annuities heretofore or hereafter awarded and payable for the months be- 
ginning on or after the first day of the first calendar month beginning after the 
date of the enactment of this Act. 

(b) Nothing contained in this Act shall reduce any annuity now paid or pro- 
vided for. 


(H.R. 225, 86th Cong., 1st sess.] 


A BILL To provide that railroad employees may retire on a full annuity at age sixty or 
after serving thirty years; to provide that such annuity for any month shall be not less 
than one-half of the individual’s average monthly compensation for the five years of 
highest earnings ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2(a) of the Railroad Retire- 
ment Act of 1937, as amended, is amended by adding at the end thereof the 
following : 

“6. Individuals who will have attained age sixty or will have completed 
thirty years of service. The annuity under this paragraph shall be computed 
under section 3 of this Act; except that in no case shall the annuity under this 
paragraph be less than one-half of the monthly compensation (as used in sec- 
tion 3(c) of this Act) for the five consecutive years of service during which 
his aggregate compensation was highest. In the application of the preceding 
sentence, proper adjustment shall be made in the monthly compensation in 
order that the individual will not be penalized for absence from service by 
permission, sickness, or injury. 

“In the case of any individual awarded an annuity under paragraph 6, the 
eligibility of his spouse and survivors for benefits under this Act, and the 
amount of any such benefit, shall be determined as if paragraph 6 had not been 
enacted.” 

Sec. 2. The amendment made by the first section of this Act shall apply only 
with respect to annuities accruing for calendar months beginning more than 
ninety days after the day on which this Act is enacted. 


_ (Nore.—H.R. 941, by Mrs. St. George; H.R. 970, by Mr. Van 
Zandt; and H.R. 2223, by Mr. Siler, are identical with H.R. 225.) 
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[H.R. 735, 86th Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937 to eliminate the requi 
a husband or widower have been dependent upon his wife in order to qualify for a apyeett 
or widower’s annuity on the basis of her wage record 4 we 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2(f) of the Railroad Retirement 
Act of 1937 is amended by striking out “(i)”, and by striking out “; and (ii)” 
and all that follows and inserting in lieu thereof a period. 

Sec. 2. Section 5(1) (1) (i) of the Railroad Retirement Act of 1937 is amendeg 
by striking out “a widower shall” and all that follows. 

Sec. 3. (a) The amendments made by this Act shall apply only with respect 
to annuities accruing under the Railroad Retirement Act of 19387 for months 
after the month in which this Act is enacted. 

(b) The amendments made by this Act shall not affect the entitlement of 
any individual to a parent’s insurance annuity under section 5(d) of the Rail. 
road Retirement Act of 1937 if such individual is entitled to such annuity on the 
date of the enactment of this Act. 


[H.R. 765, 86th Cong., Ist sess. ] 


A BILL To amend the Railroad Retirement Act of 1937 to increase the amount of outside 
income which a survivor annuitant may earn without deduction from his or her annuit 
thereunder y 


Bt it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 5(1) (ii) of the Railroad Retire 
ment Act of 1937 is amended by inserting after ‘section 203(e) of the Social 
Security Act” the following: “(except that for purposes of this subdivision 
such individual shall be charged under such section only with earnings in excess 
of $1,800 for a taxable year of twelve months, or with earnings in excess of the 
product of $150 times the number of months in the taxable year in the case of 
a taxable year of less than twelve months)”. 

Sec. 2. The amendment made by the first section of this Act shall apply only 
with respect to annuities accruing for months in taxable years ending after the 
date of the enactment of this Act. 


[H.R. 972, 86th Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937, as amended, so as to eliminate 
certain deductions from a spouse’s annuity 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2(e) of the Railroad Retire- 
ment Act of 1937, as amended, is amended by inserting the word “And” before 
the words “Provided further” in the second proviso thereof, by changing the 
eolon at the end of the second proviso to a period and by striking therefrom 
all after such period. 


(H.R. 1012, 86th Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937, the Railroad Retirement Tax Act, 
and the Railroad Unemployment Insurance Act, so as to provide increases in benefits, 
and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, 


PART I—AMENDMENTS TO THE RAILROAD RETIREMENT ACT OF 1937 


Section 1. (a) Section 2(a)3 of the Railroad Retirement Act of 1937 is 


amended to read as follows:: 
“2 Individuals who will have attained the age of sixty and will have completed 


thirty years of service or, in the case of women, who will have attained the age, 


of sixty-two and will have completed less than thirty years of service, but the 
annuity of such individual shall be reduced by one one-hundred-and-eightieth for 
each calendar month that he or she is under age sixty-five when the annuity 
begins to accrue.” 
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(b) Section 2(d) of such Act is amended by adding at the end thereof the 
following new sentence: ae pursuant to the third sentence of this subsection 
‘an annuity was not paid to an individual with respect to one or more months 
jn any calendar year, and it is subsequently established that the total amount 
of such individual’s earnings during such year as determined in accordance with 
that sentence (but exclusive of earnings for services described in the first sen- 
tence of this subsection) did not exceed $1,200, the annuity with respect to such 
month or months, and any deduction imposed by reason of the failure to report 
earnings for such month or months under the fifth Sentence of this subsection, 
shall then be payable. If the total amount of such individual's earnings during 
such year (exclusive of earnings for services described in the first sentence of 
this subsection) is in excess of $1.200, the number of months in such year with 
respect to which an annuity is not payable by reason of such third and fifth sen- 
tences shall not exceed one month for each $100 of such excess, treating the 
last $50 or more of such excess as $100; and if the amount of the annuity has 
changed during such year, any payments of annuity which become payable solely 
by reason of the limitation contained in this sentence shall be made first with 
respect to the month or months for which the annuity is larger. . 

(c) Section 2(e) of such Act is amended by striking out “than an amount 
and inserting in lieu thereof “than 110 per centum of an amount”. 

(d) Section 2(g) of such Act is amended by inserting after “wife under age 
65” the following: “(other than a wife who is receiving such annuity by reason 
of an election under subsection (h))”. 

(e) Section 2 of such Act is further amended by adding at the end thereof the 
following new subsection : 

“(h) A spouse who would be entitled to an annuity under subsection (e) if 
she or he had attained the age of 65 may elect upon or after attaining the age 
of 62 to receive such annuity, but the annuity in any such case shall be reduced 
by one one-hundred-and-eightieth for each calendar month that the spouse is 
under age 65 when the annuity begins to accrue.” 

Sec. 2. (a) Section 3(a) of the Railroad Retirement Act of 1937 is amended 
(1) by striking out “3.04”, “2.28”, and “1.52” and inserting in lieu thereof “3.25”, 
“9 51”, and “1.67”, respectively ; and (2) by striking out “$200” and inserting in 
lieu thereof “$250”. 

‘(b) Section 3(c) of such Act is amended by inserting after “or in excess of 
$350 for any month after June 30, 1954,” the following: “and before January 1, 
1959, or in excess of $400 for any month after December 31, 1958,”’. 

(c) Section 3(e) of such Act is amended (1) by striking out “$4.55”, “$75.90”, 
and “his monthly compensation” and inserting in lieu thereof “$5.00”, “$83.50” 
and “110 per centum of his monthly compensation”, respectively ; (2) by striking 
out “is less than the amount, or the additional amount” and inserting in lieu 
thereof “is less than 110 per centum of the amount, or 110 per centum of the 
additional amount”; (3) by inserting after “age sixty-five,” the following: 
“women entitled to spouses’ annuities pursuant to elections made under sub- 
section (h) of section 2 to be entitled to wife’s insurance benefits determined 
under section 202(q) of the Social Security Act,”; and (4) by striking out “such 
amount or such additional amount” and inserting in lieu thereof “110 per centum 
of such amount or 110 per centum of such additional amount”. 

Sec. 3. (a) Section 5(f) (2) of the Railroad Retirement Act of 1937 is amended 
by striking out “and 7 per centum of his or her compensation after December 31, 
1946 (exclusive in both cases of compensation in excess of $300 for any month 
before July 1, 1954, and in the latter case in excess of $350 for any month after 
June 30, 1954) ,”” and by inserting in lieu thereof the following : “plus 7 per centum 
of his or her compensation paid after December 31, 1946, and before January 1, 
1959, plus 74% per centum of his or her compensation paid after December 31, 
1958, and before January 1, 1962, plus 8 per centum of his or her compensation 
paid after December 31, 1961 (exclusive of compensation in excess of $300 for 
any month before July 1, 1954, and in excess of $350 for any month after June 
30, 1954, and before January 1, 1959, and in excess of $400 for any month after 
December 31, 1958),”’. 

(b) Section 5(h) of such Act is amended by striking out “$33”, “$176”, and 
“$15.40” wherever they appear and inserting in lieu thereof “$36.30”, “$193.60”, 
and “$16.95”, respectively. 

(¢) Section 5(i) (1) (ii) of such Act is amended by striking out “or in which 
month he engaged on seven or more different calendar days in noncovered 
remunerative activity outside the United States (as defined in section 208 (k) 
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of the Social Security Act)” and inserting in lieu thereof the following: “o 
having engaged in any activity outside the United States, would be cha . 
under such section 203(e) with any earnings derived from such activity if it 
had been an activity within the United States”. 

(d) Clause (A) (i) of section 5(1)(9) of such Act is amended by striki 
out the word “and” appearing after “July 1, 1954,” and by inserting after “June 
30, 1954,” the following: “and before January 1, 1959, and any excess over $400 
for any calendar month after December 31, 1958,”. 

(e) Clause (A) (ii) of section 5(1) (9) of such Act is amended (1) by insert. 
ing “and before 1959” after “1954” where it first appears; (2) by inserting after 
“$4,200” where it first appears the following: “, or for any calendar year after 
1958 is less than $4,800,”; (3) by striking out “$350” and inserting in lieu 
thereof “$400; and (4) by striking out “and $4,200 for years after 1954 by” 
and inserting in lieu thereof the following: “, $4,200 for years after 1954 and be- 
fore 1959, and $4,800 for years after 1958, by”’. 

(f) Section 5(1)(10) of such Act is amended by striking out “44”, qq» 
“$350”, “$15.40”, “$36.66”, “$27.50”, and “$14.66” wherever they appear and jp. 
serting in lieu thereof “49”, “12”, “$400”, “$16.95”, “$40.33”, “30.25”, ana 
“$16.13”, respectively. P 

Sec. 4. All pensions under section 6 of the Railroad Retirement Act of 1937 
all joint and survivor annuities and survivor annuities deriving from joint and 
survivor annuities under that Act awarded before January 1, 1959, all widows’ 
and widowers’ insurance annuities which began to accrue before February 1 
1959, and which, in accordance with the proviso in section 5(a) or section 5(b) 
of the Railroad Retirement Act of 1937, are payable in the amount of the spouse's 
annuity to which the widow or widower was entitled, and all annuities under 
the Railroad Retirement Act of 1935, are increased by 10 per centum. 

Sec. 5. (a) The amendments made by section 1 (other than subsection (b) 
thereof), by subsections (a) and (c) of section 2, and by subsections (b) and 
(c) of section 3 shall be effective only with respect to annuities (not including 
annuities to which section 4 applies) accruing for months after December 1958, 
The amendment made by subsection (b) of section 1 shall be effective with re 
spect to annuities accruing during the calendar year 1959 and subsequent cal- 
endar years. The amendment made by subsection (a) of section 3 shall be effec- 
tive only with respect to lump-sum payments (under section 5(f) (2) of the 
Railroad Retirement Act of 1937) in the case of deaths occurring after Decem- 
ber 1958. The amendments made by subsection (f) of section 3 shall be effective 
only with respect to annuities accruing for months after December 1958 and 
lump-sum payments (under section 5(f)(1) of the Railroad Retirement Act 
of 1937) in the case of deaths occurring after December 1958. Section 4 shall 
be effective only with respect to pensions due in calendar months after January 
1959 and annuities accruing for months after December 1958. 

(b) All recertifications required by reason of the amendments made by this 
part shall be made by the Railroad Retirement Board without application 
therefor. 


PART II—AMENDMENTS TO THE RAILROAD RETIREMENT TAX ACT 


Sec. 201. (a) Section 3201 of the Railroad Retirement Tax Act is amended 
to read as follows : 
“SEC. 301. RATE OF TAX. 
“In addition to other taxes, there is hereby imposed on the income of every 
employee a tax equal to— 
“(1) 634 percent of so much of the compensation paid to such employee 
for services rendered by him after December 31, 1958, and before January 1, 
1962, and 
“(2) 714 percent of so much of the compensation paid to such employee 
for services rendered by him after December 31, 1961, 
as is not in excess of $400 for any calendar month: Provided, That the rate 
of tax imposed by this section shall be increased, with respect to compensation 
paid for services rendered after December 31, 1964, by a number of percentage 
peints (including fractional points) equal at any given time to the number of 
percentage points (including fractional points) by which the rate of the tax 
imposed with respect to wages by section 3101 at such time exceeds the rate 
provided by paragraph (2) of such section 3101 as amended by the Social Se- 
curity Amendments of 1956.” 
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(b). Section 3202(a) of the Railroad Retirement Tax Act is amended (1) by 
striking out “after December 31, 1954” wherever it appears and inserting in lieu 
thereof “after December 31, 1958”; (2) by striking out “$350” wherever it ap- 

rs and inserting in lieu thereof “$400”; (3) by striking out “after 1954” and 
inserting in lieu thereof “after 1958”. 

(ec) Section 3211 of the Railroad Retirement Tax Act is amended to read as 


follows : 
“gEC. $211. RATE OF TAX. 

“In addition to other taxes there is hereby imposed on the income of each em- 
ployee representative a tax equal to— 

“(1) 13% percent of so much of the compensation paid to such employee 
representative for services rendered by him after December 31, 1958, and 
before January 1, 1962, and 

“(2) 1414 percent of so much of the compensation paid to such employee 
representative for services rendered by him after December 31, 1961. 

as is not in excess of $400 for any calendar month: Provided, That the rate of 
tax imposed by this section shall be increased, with respect to compensation paid 
for services rendered after December 31, 1964, by a number of percentage points 
(including fractional point) equal at any given time to twice the number of per- 
centage points (including fractional points) by which the rate of the tax im- 
posed with respect to wages by section 3101 at such time exceeds the rate pro- 
vided by paragraph (2) of such section 3101 as amended by the Social Security 
Amendments of 1956.” 

(d) (1) Section 3221 of the Railroad Retirement Tax Act is amended by strik- 
ing out “In addition to” and all that follows down through $350” the first time 
it appears, and inserting in lieu thereof the following: 

“(a) In addition to other taxes, there is hereby imposed on every employer an 
excise tax, with respect to having individuals in his employ, equal to— 

“(1) 6% percent of so much of the compensation paid by such employer 
for services rendered to him after December 31, 1958, and before January 1, 
1962, and 

“(2) 7% percent of so much of the compensation paid by such employer 
for services rendered to him after December 31, 1961. 

as is, with respect to any employee for any calendar month, not in excess of 
99 


(2) Such section 3221 is further amended (A) by striking out “1954” wherever 
else it appears in that section and inserting in lieu thereof “1958”; (B) by strik- 
ing out “$350” wherever else it appears in that section and inserting in lieu 
thereof “$400”; and (C) by adding at the end thereof the following new sub- 
section : 

“(b) The rate of tax imposed by subsection (a) shall be increased, with 
respect to compensation paid for services rendered after December 31, 1964, 
by a number of percentage points (including fractional points) equal at any 
given time to the number of percentage points (including fractional points) by 
which the rate of the tax imposed with respect to wages by section 3111 at such 
time exceeds the rate provided by paragraph (2) of such section 3111 as amended 
by the Social Security Amendments of 1956.” 

Sec. 202. The amendments made by section 201 shall, except as otherwise 
provided in such amendments, be effective as of January 1, 1959, and shall ap- 
ply only with respect to compensation paid after December 31, 1958, for services 
rendered after such date. 


PART III—AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSUR- 
ANCE ACT 


Sec. 301. Section 1(i) of the Railroad Unemployment Insurance Act is 
amended by striking out the proviso in the first sentence and inserting in lieu 
thereof “; Provided, however, That in computing the compensation paid to any 
employee, no part of any month’s compensation in excess of $300 for any month 
before July 1, 1954, or in excess of $350 for any month after June 30, 1954, 
and before January 1, 1959, or in excess of $400 for any month after December 
81, 1958, shall be recognized”. 

Sec. 302. (a) Section 2(a) of the Railroad Unemployment Insurance Act is 
amended by striking out the language between “(i)” and “(ii)” and inserting 
in lieu thereof the following: “for each day of unemployment in excess of 
four during any registration period, and”. 
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(b) Section 2(a) of such Act is further amended by striking out columns 


and II and inserting in lieu thereof the following : I 
“Column I ? 

Total Compensation ; Daily Beneh Rate 
SOGR) 00:1, BORO, 90, asi aegis bes it dh 2 Sing $4. 50 
700 to I Ice ee ee ie 5.00 
re Um See OE eo phason diacaniencouneipunpstnnien atin 5.50 
See 6. 00 
STI UN cr a are ee 6.50 
Ta, ME WI 0-n.,.. os aa addacne conbaseains carried oath oenemeette ena 7.00 
Se eee er eeenibenatbweregnay Beatle 7.50 
ee te as ee ia ee st chiascendhig ate engniietne tna 8. 00 
RTI Wit I ec casa cease iecammcemnmitieemee aetna te 8. 50 
I EE ens we ccnece eeanomaericersee anaes 9. 00 
Tn I a ee ee ee 9. 50 

INU Utero Soe, seen ee ee eee 10. 20”, 


(c) The proviso in such section 2(a) is amended by striking out “50” anq 
“$8.50” and inserting in lieu thereof “60” and “$10.20”, respectively. 

Seo. 303. (a) Section 2(c) of the Railroad Unemployment Insurance Act is 
amended by striking out the period at the end thereof and inserting in jiey 
of such period a colon and the following: “And provided further, That, with 
respect to an employee who has ten or more years of service as defined in gee- 
tion 1(f) of the Railroad Retirement Act of 1937, who did not voluntarily leaye 
work without good cause or voluntarily retire, and who had current rights to 
normal benefits for days of unemployment in a benefit year but has exhausted 
such rights, the benefit year in which such rights are exhausted shall be deemed 
not to be ended until the last day of the extended benefit period determined 
under the following schedule, and the maximum number of days of, and amount 
of payment for, unemployment within such benefit year for which benefits may 
be paid to the employee shall be enlarged to include all compensable days of 
unemployment within such extended benefit period : 


The extended benefit period shall begin 
on the first day of unemployment fol- 
lowing the day on which the employee 
exhausted his then current rights to 
normal benefits for days of unem- 
ployment and shall continue for sue- 
cessive fourteen-day periods (each of 
which period shall constitute a regis- 
tration period) until the number of 


such fourteen-day periods totals— 
“If the employee's ‘years of 


service’ total— 


oe Regie eairere tiae feretate e tigk Stc eee 7 (but not more than 65 days) 
I 13 


but no such extended benefit period shall extend beyond the beginning of the 
first registration period in a benefit year in which the employee is again qualified 
for benefits in accordance with section 3 of this Act on the basis of compensa- 
tion earned after the first of such successive fourteen-day periods has begun. 
For an employee who has ten or more years of service, who did not voluntarily 
leave work without good cause or voluntarily retire, who has fourteen or more 
consecutive days of unemployment, and who is not a ‘qualified employe’ for the 
general benefit year current when such unemployment commences but is or 
becomes a ‘qualified employe’ for the next succeeding general benefit year, such 
succeeding benefit year shall, in his case, begin on the first day of the month 
in which such unemployment commences.” 

(b) An employee who has less than ten years of service as defined in section 
1(f) of the Railroad Retirement Act of 1937, and who has after June 30, 1957, 
exhausted (within the meaning prescribed by the Railroad Retirement Board 
by regulation) his rights to unemployment benefits, shall be paid unemployment 
benefits for days of unemployment, not exceeding sixty-five, which occur in 
registration periods beginning on or after June 19, 1958, and before April 1. 
1959, and which would not be days with respect to which he would be held 
entitled otherwise to receive unemployment benefits under the Railroad Un- 
employment Insurance Act, except that an employee who has filed, and estab- 
lished, a first claim for benefits under the Temporary Unemployment Compen- 
sation Act of 1958 may not thereafter establish a claim under this subsection, 
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and an employee who has registered for, and established, a claim for benefits 
under this subsection may not thereafter establish a claim under the Tem- 

rary Unemployment Compensation Act of 1958. Except to the extent incon- 
sistent with this subsection, the provisions of the Railroad Unemployment In- 
surance Act shall be applicable in the administration of this subsection. 

(c) The Secretary of Labor, upon request, shall furnish the Board informa- 
tion deemed necessary by the Board for the administration of the provisions 
of subsection (b) hereof, and the Board, upon request, shall furnish the Sec- 
retary of Labor information deemed necessary by the Secretary for the admin- 
istration of the Temporary Unemployment Compensation Act of 1958. 

Spc. 304. Section 3 of the Railroad Unemployment Insurance Act is amended 
by striking out “$400” and inserting in lieu thereof “$500”. 

Sec. 305. Section 4(a-2) of the Railroad Unemployment Insurance Act is 
amended by striking out subdivision (iv), and by striking out the semicolon 
at the end of subdivision (iii) and inserting in lieu thereof a period. 

Sec. 306. Section 8(a) of the Railroad Unemployment Insurance Act is 
amended (1) by inserting after “June 30, 1954” where it first appears the fol- 
lowing: “, and before January 1, 1959, and is not in excess of $400 for any 
calentar month paid by him to any employee for services rendered to him 
after December 31, 1958”; (2) by inserting after “June 30, 1954” where it 
appears for the second time the following: “, and before January 1, 1959, and 
to not more than $400 for any month after December 31, 1958”; (3) by insert- 
ing after “June 30, 1954” where it appears for the third time the following: 
« and before January 1, 1959, or less than $400 if such month is after Decem- 
per 31, 1958”; (4) by striking out “1947” in paragraph 2 and inserting in lieu 
thereof “1958”; and (5) by striking out the table (except the column head- 
ings) in such paragraph 2 and inserting in lieu thereof the following: 


Percent 
EE GUE EI icc Binns bisith cates top phe ties agin Sa iapaie ai Seba 1% 
$400,000,000 or more but less than $450,000,000_____..___._- 2 
$350,000,000 or more but less than $400,000,000___._..___...____________ 2% 
$300,000,000 or more but less than $350,000,000___...........__________ 3 
I recone. ingh nesses ches tirentnesnendach nigel atin dal them ninieadl ti 3%”. 


Sec. 307. Section 8(b) of the Railroad Unemployment Insurance Act is 
amended (1) by striking out “3 per centum” and inserting in lieu thereof “3% 
per centum”; and (2) by inserting before the period at the end of the first 
sentence the following: “, and before January 1, 1959, and as is not in excess 
of $400 paid to him for services rendered as an employee representative in any 
calendar month after December 31, 1958”. 

Sec. 308. The amendments made by sections 302, 303(a), and 305 shall be 
effective with respect to benefits accruing in general benefit years which begin 
after the benefit year ending June 30, 1958, and in extended benefit periods 
which begin after December 31, 1957. The amendment made by section 304 
shall be effective with respect to base years after the base year ending Decem- 
ber 31, 1957. The amendménts made by clauses (4) and (4) of section 306 
and clause (1) of section 307 shall be effective as of January 1, 1959, and 
shall supply only with respect to compensation paid for services rendered in 
calendar months after December 31, 1958. 


(Norr.—H.R. 1013, by Mr. Bennett of Michigan; H.R. 2556, by 
Mr. Porter; H.R. 2814, by Mr. Zelenko; H.R. 2916, by Mr. George P. 
Miller; H.R. 2925, by Mr. Rhodes of Pennsylvania; H.R. 027, by 
Mr. Loser; H.R. 3052, by Mr. O’Neill; H.R. 3166, by Mr. Friedel; 
H.R, 3219, by Mr. Staggers; H.R. 3440, by Mr. Bailey; H R. 3469, 
by Mr. Foley; H.R. 3483, by Mr. McDowell; H.R. 3511, by Mr. Van 
Pelt; H.R. 3736, by Mr. Mack of Illinois: H.R. 3857, bv Mr. Flynn; 
H.R. 3891, by Mr. Broyhill; and H.R. 3928, by Mr. Tollefson, are 
identical with H.R. 1012. H.R. 1370, by Mr. Van Zandt, is identical 
with parts 1 and 2 of H.R. 1012; H.R. 1373, by Mr. Van Zandt, is 
identical with part 3 of H.R. 1012.) 
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(H.R. 1055, 86th Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937 to provide that benefits payabl 
under such Act or the Railroad Retirement Act of 1935 shall not be considereg ; 
income in determining eligibility of veterans for non-service-connected qd 


pensions sability 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 20 of the Railroad Retirement 
Act of 1937 is amended (1) by inserting “(a)” immediately after “Sze, 99» 
and (2) by adding at the end thereof the following : = 

“(b) Pensions and annuities under this Act or the Railroad Retirement Act 
of 1935 shall not be considered as income for the purposes of section 422 of the 
Veterans’ Benefits Act of 1957.” 


(Norr.—H.R. 2500, by Mr. Rains, is identical with H.R. 1055.) 


(H.R. 1273, 86th Cong., Ist sess.] 


A BILL To amend the Railroad Retirement Act of 1937, the Railroad Retirement Tax 
Act, and the Railroad Unemployment Insurance Act, so as to provide increases in benefits 
and for other purposes , 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, 


Part I—AMENDMENTS TO THE RAILROAD RETIREMENT Act oF 1937 


SecTIon 1. (a) Section 2(a)3. of the Railroad Retirement Act of 1987 js 
amended to read as follows: 

“3. Individuals who will have attained the age of sixty and will have comp. 
pleted thirty years of serivce or, in the case of women, who will have attained 
the age of sixty-two and will have completed less than thirty years of service, 
but the annuity of such individual shall be reduced by one one-hundred-and- 
eighth for each calendar month that he or she is under age sixty-five when the 
annuity begins to accrue.” 

(b) Section 2(d) of such Act is amended by adding at the end thereof the 
following new sentence: “If pursuant to the third sentence of this subsection 
an annuity was not paid to an individual with respect to one or more months 
in any calendar year, and it is subsequently established that the total amount 
of such individual’s earnings during such year as determined in accordance with 
that sentence (but exclusive of earnings for services described in the first 
sentence of this subsection) did not exceed $1,200, the annuity with respect 
to such month or months, and any deduction imposed by reason of the failure 
to report earnings for such month or months under the fifth sentence of this 
subsection, shall then be payable. If the total amount of such individual's earn- 
ings during such year (exclusive of earnings for services described in the first 
sentence of this subsection) is in excess of $1,200, the number of months in such 
year with respect to which an annuity is not payable by reason of such third and 
fifth sentences shall not exceed one month for each $100 of such excess, treating 
the last $50 or more of such excess as $100; and if the amount of the annuity 
has changed during such year, and payments of annuity which become payable 
solely by reason of the limitation contained in this sentence shall be made first 
with respect to the month or months for which the annuity is larger.” 

(c) Section 2(e) of such Act is amended by striking out “than an amount” 
and inserting in lieu thereof “than 107 per centum of an amount”. 

(d) Section 2(g) of Such Act is amended by inserting after “wife under age 
65” the following: “(other than a wife who is receiving such annuity by reason 
of an election under subsection (h))”. 

(e) Section 2 of such Act is further amended by adding at the end thereof the 
following new subsection : 

“(h) A spouse who would be entitled to an annuity under subsection (e) 
if she or he had attained the age of 65 may elect upon or after attaining the 
age of 62 to receive such annuity, but the annuity in any such case shall! be 
reduced by one one-hundred-and-eightieth for each calendar month that the 
spouse is under age 65 when the annuity begins to accrue.” 

Sec. 2. (a) Section 3(a) of the Railroad Retirement Act of 1937 is amended 
(1) by striking out “3.04”, “2.28”, and “1.52” and inserting in lieu thereof “3.25”, 
“2 44”. and “1.63”, respectively; and (2) by striking out “$200” and inserting in 
lieu thereof “$250”. 
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(b) Section 8(c) of such Act is amended by inserting after “or in excess of 
for any month after June 30, 1954,” the following: “and before January 
1, 1960, or in excess of $400 for any month after June 30, 1959,”. 

(ce) Section 8(e) of such Act is amended (1) by striking out “$4.55” and 
“$75.90” and inserting in lieu thereof “$4.87” and “$81.21”, respectively ; (2) by 
striking out “is less than the amount, or the additional amount” and inserting 
in lieu thereof “is less than 107 per centum of the amount, or 107 per centum 
of the additional amount” ; (3) by inserting after ‘age sixty-five,” the following: 
“wvomen entitled to spouse’s annuities pursuant to elections made under sub- 
section (h) of section 2 to be entitled to wife’s insurance benefits determined 
under section 202(q) of the Social Security Act,”; and (4) by striking out 
“sych amount or such additional amount” and inserting in lieu thereof “107 per 
centum of such amount of 107 per centum of such additional amount”. 

Sec. 3. (a) Section 5(f) (1) of the Railroad Retirement Act of 1937 is amended 
(1) by striking out of the first sentence the following: “who will have died 
leaving no widow, widower, child, or parent who would on proper application 
therefor be entitled to receive an annuity under this section for the month 
in which such death occurred”; (2) by inserting in the first sentence after “ten 
times the employee’s basic amount” the following: “, but not to exceed a total 
of $750,” ; and (3) by striking out the fourth sentence. 

(b) Section 5(f) (2) of such Act is amended by striking out “and 7 per centum 
of his or her compensation after December 31, 1946 (exclusive in both cases 
of compensation in excess of $300 for any month before July 1, 1954, and in 
the latter case in excess of $350 for any month after June 30, 1954),” and by 
inserting in lieu thereof the following: “plus 7 per centum of his or her compen- 
sation paid after December 31, 1946, and before January 1, 1960, plus 7% per 
centum of his or her compensation paid after December 31, 1959 (exclusive 
of compensation in excess of $300 for any month before July 1, 1954, and in 
excess of $350 for any month after June 30, 1954, and before January 1, 1960, 
and in excess of $400 for any month after December 31, 1959,”’. 

(ce) Section 5 (h) of such Act is amended by striking out “$33”, “$176”, and 
“$15.40” wherever they appear and inserting in lieu thereof “$35.31”, “$188.32”, 
and “$16.48’’, respectively. 

(d) Section 5(i) (1) (ii) of such Act is amended by striking out “or in which 
month he engaged on seven or more different calendar days in noncovered re- 
munerative activity outside the United States (as defined in section 208(k) of 
the Social Security Act)” and inserting in lieu thereof the following: “or, having 
engaged in any activity outside the United States, would be charged under such 
section 243(e) with any earnings derived from such activity if it had been 
an activity within the United States”. 

(e) Clause (A) (i) of section 5(1)(9) of such Act is amended by striking 
out the word “and” appearing after “July 1, 1954,” and by inserting after “June 
30, 1954,” the following: ‘and before January 1, 1960, and any excess over $400 
for any calendar month after December 31, 1959,”. 

(f) Clause (A) (ii) of section 5(1)(9) of such Act is amended (1) by in- 
serting “and before 1960” after “1954” where it first appears; (2) by inserting 
after “$4,200” where it first appears the following: “. or for any calendar year 
after 1959 is less than $4,800,"; (3) by striking out ‘$350’ and inserting in 
lieu thereof “$400”; and (4) by striking out “and $4,200 for years after 1954, 
by” and inserting in lieu thereof the following: ‘‘, $4,200 for years after 1954 
and before 1960, and $4,800 for years after 1959, by”. 

(g) Section 5(1) (10) of such Act is amended by striking out “44”, “11”, “$350”, 
“$15.40”, “$36.66”, “$27.50”, and “$14.66” wherever they appear and inserting 
in lieu thereof “47”, “12”, “$400”, “$16.48”, “$39.23”, “$29.43”, and “$15.69”, 
respectively. 

Sec. 4. All pensions under section 6 of the Railroad Retirement Act of 1937, all 
joint and survivor annuities and survivor annuities deriving from joint and sur- 
vivor annuities under that Act awarded before January 1, 1960, and all annuities 
under the Railroad Retirement Act of 1985, are increased by 7 per centum. 

Sec. 5. (a) The amendments made by section 1 (other than subsection (b) 
thereof), by subsections (a) and (c) of section 2, and by subsections (c) and 
(d) of section 3 shall be effective only with respect to annuities (not including 
annuities to which section 4 applies) accruing for months after December 1959. 
The amendment made by subsection (b) of section 1 shall be effective with 
respect to annuities accruing during the calendar year 1960 and subsequent calen- 
dar years. The amendments made by subsections (a) and (b) of section 3 shall 
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be effective only with respect to lump-sum payments (under sections 5(f) (1) 
and 5(f)(2) of the Railroad Retirement Act of 1937) in the case of deaths 
occurring after December 1959. The amendments made by subsection (g) of 
section 3 shall be effective only with respect to annuities accruing for months 
after December 1959 and lump-sum payments (under section 5(f)(1) of the 
Railroad Retirement Act of 1937) in the case of deaths occurring after December 
1959. Section 4 shall be effective only with respect to pensions due in calendar 
months after December 1958 and annuities accruing for months after Noyep. 
ber 1959. 

(b) All recertifications required by reason of the amendments made by this 
part shall be. made by the Railroad Retirement Board without applicatioy 
therefor. 


Part II—AMENDMENTS TO THE RAILROAD RETIREMENT Tax Act? 


Sec. 201. (a) Sections 3201, 3202 (a), 3211, and 3221 of the Railroad Retirement 
Tax Act are each amended (1) by striking out “after December 31, 1954” 
wherever it appears and inserting in lieu thereof “after December 31, 1959” 
and (2) by striking out “$350” wherever it appears and inserting in lieu thereof 
“$400”. 

(b) Sections 3202(a) and 3221 of such Act are each further amended py 
striking out “after 1954” and inserting in lieu thereof “after 1959”. . 

(c) Sections 3201 and 3221 of such Act are each further amended by striking 
out “6% percent” and inserting in lieu thereof “7 percent”. 

(d) Section 3201 of such Act is further amended by striking out the periog 
at the end thereof and inserting in lieu of such period a colon and the following: 
“Provided, That the rate of tax imposed by this section shall be increased, with 
respect to compensation paid after December 31, 1965, for services rendered 
after such date, by a number of percentage points (including fractional points) 
equal at any given time to the number of percentage points (including fractiona) 
points) by which the rate of the tax imposed with respect to wages by section 
3101 at such time exceeds the rate provided by paragraph (2) of such section 
3101 as amended by the Social Security Amendinents of 1956.” 

(e) Section 3211 of such Act is further amended by striking out “12% percent” 
and inserting in lieu thereof “14 percent”, and by striking out the period at the 
end thereof and inserting in lieu of such period a colon and the following: 
“Provided, That the rate of tax imposed by this section shall be increased, with 
respect to compensation paid after December 31, 1966, for services rendered after 
such date, by a number of percentage points (including fractional points) equal 
at any given time to twice the number of percentage points (including fractional 
points) by which the rate of the tax imposed with respect to wages by section 
3101 at such time exceeds the rate provided by paragraph (2) of such section 
3101 as amended by the Social Security Amendments of 1956.” 

(f) Section 3221 of such Act is further amended by inserting “(a)” before 
“In addition”, and by adding at the end thereof the following new subsection: 

“(b) The rate of tax imposed by subsection (a) shall be increased, with re 
spect to compensation paid after December 31, 1966, for services rendered after 
such date, by a number of percentage points (including fractional points) equal 
at any given time to the number of percentage points (including fractional 
points) by which the rate of the tax imposed with respect to wages by section 
3111 at such time exceeds the rate provided by paragraph (2) of such section 
3111 as amended by the Social Security Amendments of 1956.” 

Sec. 202. The amendments made by section 201 shall, except as otherwise pro- 
vided in such amendments, be effective only with respect to compensation paid 
after December 31, 1959, for services rendered after such date. 


Part IIJ—AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


Sec. 301. Section 1 (i) of the Railroad Unemployment Insurance Act is 
amended by striking out the proviso in the first sentence and inserting in lieu 
thereof “‘; Provided, however, That in computing the compensation paid to any 
employee, no part of any month’s compensation in excess of $300 for any month 
before July 1, 1954, or in excess of $350 for any month after June 30, 1954, and 


before January 1, 1960, or in excess of $400 for any month after December 31, 


1959, shall be recognized”’. 
Sec. 302..(a) Section 2(a) of the Railroad Unemployment Insurance Act 
is amended by striking out the language between “(i)” and “(ii)” and insert’ 
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ing in lieu thereof the following : “for each day of unemployment in excess of 
four during registration period, and. + 

(b) Section 2(a) of such Act is further amended by striking out columns I 
and II and inserting in lieu thereof the following: 


“Column I Column II 
Total Compensation Daily Benefit Rate 

$500 to $699. 99 $4. 50 
700 to 999. 99 5. 00 
1,000 to 1, 299. 99 5 5O 
1,300 to 1,599. 99 6. 00 
1,600 to 1, 899. 99 6. 50 
1,900 to 2, 199. 99 7. 00 
9 200 to 2, 499. 99 7. 50 
2 500 to 2, 799. 99 8. 00 
2. 800 to 8, 029. 99 8. 50 
3,100 to 3, 499. 99 9. 00 
3 500 to 3, 999. 99 9. 50 

4, 000 and over 10, 20”. 


(c) The proviso in such section 2(a) is amended by striking out “50” and 
“$8.50” and inserting in lieu thereof “60” and $20.20", respectively. 

Sec. 303. (a) Section 2(¢) of the Railroad Unemployment Insurance Act is 
amended by striking out the period at the end thereof and inserting in lieu 
of such period a colon and the following: “And provided, further, That, with 
respect to an employee who has ten or more years of service as defined in sec- 
tion 1(f) of the Railroad Retirement Act of 1937, who did not voluntarily leave 
work without good cause or voluntarily retire, and who had current rights to 
normal benefits for days of unemployment in a benefit year but has exhausted 
such rights, the benefit year in which such rights are exhausted shall be deemed 
not to be ended until the last days of the extended benefit period determined 
under the following schedule, and the maximum number of days of, and amount 
of payment for, unemployment within such benefit year for which benefits may 
be paid to the employee shall be enlarged to include all compensable days of 
unemployment within such extended benefit period : 

The extended benefit period shall begin 
on the first day of unemployment fol- 
lowing the day on which the employee 
exhausted his then current rights to 
normal benefits for days of unem- 
ployment and shall continue for suc- 
cessive fourteen-day periods (each of 
which periods shall constitute a regis- 

“If the employee's ‘years of tration period) until the number of 
service’ total such fourteen-day periods totals— 

10 and less than 15___----- VISE? SVS 1 (but not more than 65 days) 

PEIUIET dice dis Jo US UL Le 13 





but no such extended benefit period shall extend beyond the beginning of the 
first registration period in a benefit year in which the employee is again quali- 
fied for benefits in accordance with section 3 of this Act on the basis of com- 
pensation earned after the first of. such successive fourteen-day periods has 
begun. For an employee who has ten or more years of service, who did not 
voluntarily leave work without good cause or voluntarily retire, who has four- 
teen or more consecutive days of unemployment, and who is not a ‘qualified em- 
ployee’ for the general benefit year current when such unemployment commences 
but is or becomes ‘qualified employee’ for the next succeeding general benefit 
year, such. succeeding benefit year shall, in his case, begin on the first day of 
the month in which such unemployment commences.” 

(b) An employee who has less than ten years of service as defined in section 
1(f) of the Railroad Retirement Act of 1937, and who has after June 30, 1957 
exhausted (within the meaning prescribed by the Railroad Retirement Board 
by regulation) his rights te unemployment benefits, shall be paid unemploy- 
ment benefits for days of unemployment, not exceeding sixty-five, which oceur in 
registration periods beginning on or after June 19, 1959, and before April 1, 1960, 
and which would not be days with respect to which he would be held entitled. 
otherwise to receive unemployment benefits under the Railroad Unemployment 
Insurance Act, except that an employee who has filed, and established, a first 
claim for benefits under the Temporary, Unemployment. Compensation, Act. of 
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1958 may not thereafter establish a claim under this subsection, and an employee 
who has registered for, and established, a claim for benefits under this subsection 
may not thereafter establish a claim under the Temporary Unemployment Comp. 
pensation Act of 1958. Except to the extent inconsistent with this subsectj 
the provisions of the Railroad Unemployment Insurance Act shall be applicable 
in the administration of this subsection. 

(c) The Secretary of Labor, upon request, shall furnish the Board informa- 
tion deemed necessary by the Board for the administration of the Provisions 
of subsection (b) hereof, and the Board, upon request, shall furnish the 
Secretary of Labor information deemed necessary by the Secretary for the 
administration of the Temporary Unemployment Compensation Act of 1958 

Sec. 304. Section 3 of the Railroad Unemployment Insurance Act is amended 
by striking out “$400” and inserting in lieu thereof “$500”. 

Sec. 305. Section 4(a-2) of the Railroad Unemployment Insurance Aet jg 
amended by striking out subdivision (iv), and by striking out the semicolon 
at the end of subdivision (iii) and inserting in lieu thereof a period, 

Sec. 306. Section 8(a) of the Railroad Unemployment Insurance A¢t jg 
amended (1) by inserting after “June 30, 1954” where it first appears the fol. 
lowing: “, and before January 1, 1960, and is not in excess of $400 for any calep. 
dar month paid by him to any employee for services rendered to him after De 
cember 31, 1959"; (2) by inserting after “June 30, 1954” where it appears for 
the second time the following: “, and before January 1, 1960, and to not more 
than $400 for any month after December 31, 1959”; (3) by inserting after “June 
30, 1954” where it appears for the third time the following: “, and before 
January 1, 1960, or less than $400 if such month is after December 31, 1959”: 
(4) by striking out “1947” in paragraph 2 and inserting in lieu thereof “1959”. 
and (5) by striking out the table (except the column headings) in such para- 
graph 2 and inserting in lieu thereof the following : 


SE OR, TUN a og cece ebip lth resmnptpaeiles Ses predioweteneninkweyp aby 1% percent 
$400,000,000 or more but less than $450,000,000________________ 2 percent 
$350,000,000 or more but less than $400,000,000_._______________ 21% percent 
$300,000,000 or more but less than $350,000,000___._-__________ 3 percent 
RE ET GI OO, OO oan sos cimschr chain ni aie Beak ter tipcee sineeamctnteteg 314 percent”. 


Sec. 307. Section 8(b) of the Railroad Unemployment Insurance Act is 
amended (1) by striking out “3 per centum” and inserting in lieu thereof “3% 
percentum’”’; and (2) by inserting before the period at the end of the first sen- 
tence the following: “, and before January 1, 1960, and as is not in excess of $400 
paid to him for services rendered as an employee representative in any calendar 
month after December 31, 1959”. 

Sec. 308. The amendments made by sections 302, 303(a), and 305 shall be effee- 
tive with respect to benefits accruing in general benefit years which begin after 
the benefit year ending June 30, 1959, and in extended benefit periods which begin 
after December 31, 1958. The amendment made by section 304 shall be effective 
with respect to base years after the base year ending December 31, 1958. The 
amendment made by clause (1) of section 307 shall apply with respect to com- 
pensation paid for services rendered in calendar months after December 31, 1959. 


(H.R. 1374, 86th Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937 so as to provide a 20 per centum 
increase in widows’ annuities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 5(a) of the Railroad Retirement 
Act of 1937, as amended, is amended (1) by striking out “equal to such em- 
ployee’s basic amount” and inserting in lieu thereof “equal to 120 per centum of 
such employee’s basic amount in the case of a widow and equal to such employee's 
basic amount in the case of a widower”, and (2) by striking out “the widow's or 
widower’s annuity shall be increased by such greater amount” and inserting in 
lieu thereof “the annuity shall be increased to 120 per centum of such greater 
amount in the case of a widow and increased to such greater amount in the case 
of a widower”. 

Src. 2. Section 5(b) of the Railroad Retirement Act of 1937, as amended, is 


amended (1) by striking out “equal to the employee’s basic amount” and in- 


serting in lieu thereof “equal to 120 per centum of the employee’s basic amount”, 
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and (2) by striking out “increased to such greater amount” and inserting in lieu 
thereof “increased to 120 per centum of such basic amount”. 

Seo. 3. Section 3(e) of the Railroad Retirement Act of 1937, as amended, is 
amended by inserting before the period at the end thereof a colon and the fol- 
lowing: “Provided further, That any widow’s annuity to which the preceding 
roviso applies shall be further increased to 120 per centum of the amount of 
such annuity as determined under such proviso’. 

Sec. 4. The amendments made by this Act shall apply only with respect to an- 
nuities accruing under the Railroad Retirement Act of 1937 for months after the 
month in which this Act is enacted. All recertifications required by reason of 
such amendments shall be made by the Railroad Retirement Board without ap- 


plication therefor. 


[H.R. 2214, 86th Cong., Ist sess. ] 


A BILL To amend the Railroad Retirement Act of 1937, the Railroad Retirement Tax Act, 
and the Railroad Unemployment Insurance Act, so as to provide increases in benefits, 
and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, 


Section 1. (a) Section 2 (a) 3 of the Railroad Retirement Act of 1937 is 
amended to read as follows: 

“2 Individuals who will have attained the age of sixty and will have com- 
pleted thirty years of service or, in the case of women, who will have attained 
the age of sixty-two and will have completed less than thirty years of service, 
but the annuity of such individual shall be reduced by one one-hundred-and- 
eightieth for each calendar month that he or she is under age sixty-five when 
the annuity begins to accrue.” 

(b) Section 2 (d) of such Act is amended by adding at the end thereof the 
following new sentence: “If pursuant to the third sentence of this subsection 
an annuity was not paid to an individual with respect to one or more months 
in any calendar year, and it is subsequently established that the total amount of 
such individual’s earnings during such year as determined in accordance with 
that sentence (but exclusive of earnings for services described in the first sen- 
tence of this subsection) did not exceed $1,200, the annuity with respect to 
such month or months, and any deduction imposed by reason of the failure to 
report earnings for such month or months under the fifth sentence of this sub- 
section, shall then be payable. If the total amount of such individual’s earnings 
during such year (exclusive of earnings for services described in the first sen- 
tence of this subsection) is in excess of $1,200, the number of months in such 
year with respect to which an annuity is not payable by reason of such third and 
fifth sentences shall not exceed one month for each $100 of such excess, treating 
the last $50 or more of such excess as $100; and if the amount of the annuity 
has changed during such year, any payments of annuity which become payable 
solely by reason of the limitation contained in this sentence shall be made first 
with respect to the month or months for which the annuity is larger.” 

(c) Section 2 (e) of such Act is amended by striking out “than an amount’ 
and inserting in lieu thereof “than 110 per centum of an amount”. 

(d) Section 2 (g) of such Act is amended by inserting after “wife under age 
65” the following : “(other than a wife who is receiving such annuity by reason 
of an election under subsection (h))”. 

(e) Section 2 of such Act is further amended by adding at the end thereof 
the following new subsection : 

“(h) A spouse who would be entitled to an annuity under subsection (e) if she 
or he had attained the age of 65 may elect upon or after attaining the age of 
62 to receive such annuity, but the annuity in any such case shall be reduced. by 
one one-hundred-and-eightieth for each calendar month that the spouse is under 
age 65 when the annuity begins to accrue.” 

Sec. 2. (a) Section 3 (a) of the Railroad Retirement Act of 1937 is amended 
(1) by striking out “3.04”, “2.28”, and “1.52” and inserting in lieu thereof “3.35”, 
251”, and “1.67”, respectively ; and (2) by striking out “$200” and inserting in 
lieu thereof “$250”. 
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(b) Section 3 (c) of such Act is amended by inserting after “or in exCess of 
$350 for any month after June 30, 1954,” the following: “and before July 1 
1957, or in excess of $400 for any month after June 30, 1957,’’. ‘i 

(c) Section 3 (e) of such Act is amended (1) by striking out “$4.55” 

“$75.90” and inserting in lieu thereof “$5.00” and “$83.50”, respectively ; (2) by 
striking out “is less than the amount; er the additional amount” and insert; 
a : Serting 
in lieu thereof ‘is less than 110.per centum of the amount, or 110 per centyum of 
the additional amount”; (3) by inserting after “age sixty-five,” the following: 
“women entitled to spouse’s annuities pursuant to elections made under subsec. 
tion (h) of section 2 to be entitled to wife’s insurance benefits determined under 
section 202 (q) of the Social Security Act,”; and (4) by striking out “such 
amount of such additional amount” and inserting in lieu thereof “110 per centy 
of such amount or 110 per centum of such additional amount”. 

Sec. 3. (a) Section 5 (f) (1) of the Railroad Retirement Act of 1937 jg 
amended (1) by striking out of the first sentence the following: “who will haye 
died leaving no widow, widower, child, or parent who would on proper applica. 
tion therefor be entitled to receive an annuity under this section for the month 
in which such death occurred”; (2) by inserting in the first sentence after 
“ten times the employee’s basic amount” the following; “, but not to exceed 
a total of $750,”; and (3) by striking out the fourth sentence. 

(b) Section 5 (f) (2) of such Act is amended by striking out “and 7 per 
centum of his or her compensation after December 31, 1946 (exclusive in both 
cases of compensation in excess of $300 for any month before July 1, 1954, and 
in the latter case in excess of $350 for any month after June 30, 1954),” and by 
inserting in lieu thereof the following: “plus 7 per centum of his or her com. 
pensation paid after December 31, 1946, and before January 1, 1957, plus 7% 
per centum of his or her compensation paid after December 31, 1956, and before 
January 1, 1958, plus 8 per centum of his or her compensation paid after Decem. 
ber 31, 1957 (exclusive of compensation in excess of $300 for any month before 
July 1, 1954, and in excess of $350 for any month after June 30, 1954, and before 
July 1, 1957, and in excess of $400 for any month after June 30, 1957),”. 

(c) Section 5 (h) of such Act is amended by striking out “$33”, “$176”, and 
“$15.40” wherever they appear and inserting in lieu thereof “$36.30”, “$193.60”, 
and “$16.95”, respectively. 

(d) Section 5 (i) (1) (ii) of such Act is amended by striking out “or in 
which month he engaged on seven or more different calendar days in noncovered 
remunerative activity outside the United States (as defined in section 203 (k) 
of the Social Security Act)” and inserting in lieu thereof the following: “or, 
having engaged in any activity outside the United States, would be charged 
under such section 203 (e) with any earnings derived from such activity if it 
had been an activity within the United States”. 

(e) Clause (A) (i) of section 5 (1) (9) of such Act is amended by striking 
out the word “and” appearing after “July 1, 1954,” and by inserting after 
“June 30, 1954,” the following: “and before July 1, 1957, and any excess over 
$400 for any calendar month after June 30, 1957,”’. 

(f) Clause (A) (ii) of section 5 (1) (19) of such Act is amended (1) by 
inserting ‘and before 1957” after “1954” where it first appears; (2) by inserting 
after “$4,200” where it first appears the following: “, or for the calendar year 
1957 is less than $4,500, or for any calendar year after 1957 is less than $4,800,”; 
(3) by striking out “$350” and inserting in lieu thereof “$400”; and (4) by 
striking out “and $4,200 for the years after 1954, by” and inserting in lieu 
thereof the following: “, $4,200 for years after 1954 and before 1957, $4,500 for 
the year 1957, and $4,800 for years after 1957, by”. 

(zg) Section 5 (1) (10) of such Act is amended by striking out “44”, “11”, 
“$350”, “$15.40”, “$36.66”, “$27.50”, and “$14.66” wherever they appear and in- 
serting in lieu thereof “49”, “12”, “$400”, $16.95”, “$40.33”, “$30.25”, and 
“$16.13”, respectively. 

Sec. 4. All pensions under section 6 of the Railroad Retirement Act of 1937, 
all joint.and survivor annuities and survivor annuities deriving from joint and 
survivor annuities under that Act awarded before July 1, 1957, and all annuities 
under the Railroad Retirement Act of 1935, are increased by 10 per centum. 

Sec. 5. (a) The amendments made by section 1 (other than subsection (b) 
thereof), by subsections (a) and (c) of section 2, and by subsections (c) and 
(d) of section 3 shall be effective only with respect to annuities (not including 
annuities to which section 4 applies) accruing for months after June 1957. The 
amendment made by subsection (b) of section 1 shall be effective with respect 
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to annuities accruing during the calendar year 1957 and subsequent calendar 
years. The amendments made by subsections (a) and (b) of section 3 shall 
be effective only with respect to lump-sum payments (under sections 5 (f) (1) 
and 5 (f) (2) of the Railroad Retirement Act of 1937) in the case of deaths 
occurring after June 1957. The amendments made by subsection (g) of section 
3 shall be effective only with respect to annuities accruing for months after 
June 1957 and lump-sum payments (under section 5 (f) (1) of the Railroad 
Retirement Act of 1937) in the case of deaths occurring after June 1957. Sec- 
tion 4 shall be effective only with respece to pensions due in calendar months 
after July 1957 and annuities accruing for months after June 1957. 

(b) All recertifications required by reason of the amendments made by this 
part shall be made by the Railroad Retirement Board without application 
therefor. 


Part II—AMENDMENTS TO THE RAILROAD RETIREMENT TAX ACT 


Sec. 201. (a) Sections 3201, 3202 (a), 3211, and 3221 of the Railroad Retire- 
ment Tax Act are each amended (1) by striking out “after December 31, 1954” 
wherever it appears and inserting in lieu thereof “after June 30, 1957”, and (2) 
py striking out “$350” wherever it appears and inserting in lieu thereof “$400”. 
“(b) Sections 3202 (a) and 3221 of such Act are each further amended by 
striking out “after 1954” and inserting in lieu thereof “after June 1957”. 

(ce) Sections 3201 and 3221 of such Act are each further amended by striking 
out “614 percent” and inserting in lieu thereof “7% percent”. 

(d) Section 3201 of such Act is further amended by striking out the period 
at the end thereof and inserting in lieu of such period a colon and the following: 
“Provided, That the rate of tax imposed by this section shall be increased, with 
respect to compensation paid after December 31, 1969, for services rendered 
after such date, by a number of percentage points (including fractional points) 
equal at any given time to the number of percentage points (including frac- 
tional points) by which the rate of the tax imposed with respect to wages by 
section 3101 at such time exceeds the rate provided by paragraph (2) of such 
section 3101 as amended by the Social Security Amendments of 1956.” 

(e) Section 3211 of such Act is further amended by striking out “12% per- 
cent” and inserting in lieu thereof “15 percent’, and by striking out the period 
at the end thereof and inserting in lieu of such period a colon and the follow- 
ing: “Provided, That the rate of tax imposed by this section shall be increased 
with respect to compensation paid after December 31, 1969, for services ren- 
dered after such date, by a number of percentage points (including fractional 
points) equal at any given time to twice the number of percentage points (in- 
cluding fractional points) by which the rate of the tax imposed with respect to 
wages by section 3101 at such time exceeds the rate provided by paragraph (2) 
of such section 3101 as amended by the Social Security Amendments of 1956.” 

(f) Section 3221 of such Act is further amended by inserting “(a)” before “In 
addition”, and by adding at the end thereof the following new subsection: 

“(b) The rate of tax imposed by subsection (a) shall be increased, with 
respect to compensation paid after December 31, 1969, for services rendered 
after such date, by a number of percentage points (including fractional points) 
equal at any given time to the number of percentage points (including frac- 
tional points) by which the rate of the tax imposed with respect to wages by 
section 3111 at such time exceeds the rate provided by paragraph (2) of such 
section 3111 as amended by the Social Security Amendments of 1956.” 

Sec. 202. The amendments made by section 201 shall, except as otherwise 
provided in such amendments, be effective only with respect to compensation 
paid after June 30, 1957, for services rendered after such date. 


Part III—AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


Sec. 301. Section 1(i) of the Railroad Unemployment Insurance Act is 
amended by striking out the proviso in the first sentence and inserting in lieu 
thereof “: Provided, however, That in computing the compensation paid to any 
employee, no part of any month’s compensation in excess of $300 for any month 
before July 1, 1954, or in excess of $350 for any month after June 30, 1954, and 
before July 1, 1957, or in excess of $400 for any month after June 30, 1957, 
shall be recognized”. 

Sec. 302. (a) Section 2(a) of the Railroad Unemployment Insurance Act is 
amended by striking out the language between “(i)” and “(ii)” and inserting in 
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lieu thereof the following: “for each day of unemployment in excess of four 
during any registration period, and”. 

(b) Section 2 (a) of such Act is further amended by striking out columns | 
and IT and inserting in lieu thereof the following : 


“Column I Column II 


Total Compensation Daily Benefit Rate 

$500 to $699. 99 $4. 50 
7OO0to 999.99 5. 00 
1, 000 to 1, 299. 99 5. 50 
1, 300 to 1, 599. 99 6. 00 
1, 600 to 1, 899. 99 6. 50 
1, 900 to 2, 199. 99 7.00 
2, 200 to 2, 499. 99 7. 5O 
2, 500 to 2, 799. 99 8. 00 
2, 800 to 3, 099. 99 8. 50 
3, 100 to 3, 499. 99 , 9. 00 
8, 500 to 3, 999. 99 9. 50 

4, 000 and over 10. 20”, 


(c) The proviso in such section 2(a) is amended by striking out “50” ang 
“$8.50” and inserting in lieu thereof “60” and “$10.20”, respectively. 

Sec. 303. Section 2(c) of the Railroad Unemployment Insurance Act is amended 
by striking out the period at the end thereof and inserting in lieu of such periog 
a colon and the following: “And provided, further, That, with respect to ap 
employee who has five or more years of service as defined in section 1(f) of 
the Railroad Retirement Act of 1937, who did not voluntarily leave work with. 
out good cause or voluntarily retire, and who had current rights to normal 
benefits for days of unemployment in a benefit year but has exhausted gneh 
rights, the benefit year in which such rights are exhausted shall be deemed 
not to be ended until the last day of the extended benefit period determined 
under the following schedule, and the maximum number of days of and amout 
of payment for, unemployment within such benefit year for which benefits may 
be paid to the employee shall be enlarged to include all compensable days of 
unemployment within such extended benefit period : 

The extended benefit period shall begin on 
the first day. of unemployment following 
the day on which the employee exhausted 
his then current rights to normal benefits 
for days of unemployment and shall con- 


tinue for successive fourteen-day periods 
(each of which periods shall constitute 


‘If the employee's ‘years of a registration period) until the number 
service’ total— of such fourteen-day periods totals— 
S ae eee than ' WOn ees eli sles abi 39 
Devan 1ene tah 2004 ie bl 65 
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ae GU OUSP se UL lL eet A 117 


but no such extended benefit period shall extend beyond the beginning of the 
first registration period in a benefit year in which the employee is again qualified 
for benefits in accordance with section 3 of this Act on the basis of compensa- 
tion earned after the first of such successive fourteen-day periods has begun. 
For an employee who has five or more years of service, who did not voluntarily 
leave work without good cause or voluntarily retire, who has fourteen or more 
consecutive days of unemployment, and who is not a ‘qualified employee’ for the 
general benefit year current when such unemployment commences but is or 
becomes a ‘qualified employee’ for the next succeeding general benefit year, such 
succeeding benefit year shall, in his case, begins on the first day of the month in 
which such unemployment commences.” 

Sec. 304. Section 3 of the Railroad Unemployment Insurance Act is amended 
by striking out “$400” and inserting in lieu thereof ‘$500’. 

Sec. 305. Section 4 (a-2) of the Railroad Unemployment Insurance Act i 
amended by striking out subdivision (iv), and by striking out the semicolon 
at the end of subdivision (iii) and inserting in lieu thereof a period. 

Sec. 306. Section 8(a) of the Railroad Unemployment Insurance Act is 
amended (1) by inserting after “June 30, 1954” where it first appears the 
following: “, and before July 1, 1957, and is not in excess of $400 for any 
calendar month paid by him to any employee for services rendered to him after 
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June 30. 1957” { (2) by inserting after “June 30, 1954” where it appears for 
the second time the following: “, and before July 1, 1957, and to not more than 
for any month after June 30, 1957”; (3) by inserting after “June 30, 1954” 
where it appears for the third time the following: “, and before July 1, 1957, 
jess than $400 if such month is after June 30, 1957”; (4) by striking out 
4947” in paragraph 2 and inserting in lieu thereof “1957”; and (5) by striking 
out the table (except the column headings) in such paragraph 2 and inserting in 
lieu thereof the following : 


«450, 000,000 or more_—~-~-~-~-~.-_- ore == =~ =- -—aeme, & percent 
$400, 000, 000 or more but less than $450, 000, O00________________ 2% percent 
$350, 000, 000 or more but less than $400, 000, 000___.__._________ 3 percent 

’ 000, 000 or more but less than $350, 000, OO0O__._..__________ 31% percent 
I i neta Serrereee ern Sobers rercege 4 percent”. 


Seo, 307. Section 8(b) of the Railroad Unemployment Insurance Act is 
amended (1) by striking out “3 per centum” and inserting in lieu thereof “4 
per centum”’ ; and (2) by inserting before the period at the end of the first 
sentence the following: “, and before July 1, 1957, and as is not in excess of 
$400 paid to him for services rendered as an employee representative in any 
calendar month after June 30, 1957”. 

Sec. 308. The amendments made by sections 302, 303, and 305 shall be effective 
with respect to benefits accruing in general benefit years which begin after the 
benefit year ending June 30, 1957, and in extended benefit periods which begin 
after December 31, 1956. The amendment made by section 304 shall be effective 
with respect to base years after the base year ending December 31, 1956. The 
amendment made by clause (1) of section 307 shall apply with respect to com- 
pensation paid for services rendered in calendar months after June 30, 1957. 


(Nore—H.R. 1384, by Mr. Winstead, and H.R. 2541, by Mr. 
Hechler, are identical with H.R. 2214.) 


(H.R. 3289, 86th Cong., 1st sss.] 
A BILL To amend the Railroad Retirement Act of 1937 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act be cited as the “Railroad Re- 
tirement Act of 1959”. 

Seo. 2. Paragraphs numbered 2 and 3 of section 2(a) of the Railroad Retire- 
ment Act of 1937, as amended, are amended to read as follows: 

“2. Individuals who will have attained the age of sixty and will have com- 
pleted thirty years of service. 

“3. Individuals who will have completed thirty-five years of service, without 
regard to age.” 

Sec, 3. Section 3(c) of such Act amended to read as follows: 

“(¢) The ‘monthly compensation’ shall be the average compensation paid to 
an employee with respect to calendar months included in his ‘years of service’, 
except that— 

“(1) with respect to service prior to January 1, 1937, the monthly com- 
pensation shall be whichever is higher, (A) the average compensation paid 
to an employee with respect to calendar months included in his years of 
service in the years 1924-31, or (B) the average compensation paid to him 
monthly for the calendar years (consecutive or nonconsecutive), not in 
excess of five, prior to January 1, 1937, for each of which he received ag- 
gregate compensation exceeding that received by him for any other such 
calendar year: Provided, That where either of the foregoing methods is, 
in the judgment of the Board, insufficient to constitute a fair and equitable 
basis for determining the amount of compensation paid to him with respect 
to service prior to January 1, 1937, the Board shall determine the amount 
of compensation paid to him in each month of service before 1937, in such 
manner as in its judgment shall be fair and equitable; and 

“(2) the amount of compensation paid or attributable as paid to him with 
respect to each month of service before September 1941 as a station employee 
whose duties consisted of or included the carrying of passengers’ hand 
baggage and otherwise assisting passengers at passenger stations and whose 
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remuneration for service to the employer was, in whole or in substantial pa 
in the form of tips, shall be the monthly average of the compensation Daid 
to,him.as.a station employee in his months of service in the period Septembe, 
1940—-August 1941: Provided, That where service in the period September 
1940—August 1941 is, in the judgment of the Board, insufficient to Constitute 
a fair and equitable basis for determining the amount of compensation paid 
or attributable as paid to him in each month of service before September 
1941, the Board shall determine the amount of such compensation for egg 
such month in such manner as in its judgment shall be fair and equitabje 
In computing the monthly compensation, no part of any month’s compensation 
in excess of $400 shall be recognized. If the employee earned compensation jp 
service after June 30, 1937, and after the last day of the calendar year in whig 
he attained sixty-five, such compensation and service shall be disregarded jy 
computing the monthly compensation if the result of taking such compensatigy 
into account in such computation would be to diminish his annuity.” 
Sec. 4. Section 2(e) of such Act is amended by striking out “than an amount’ 
and inserting in lieu thereof “than 110 per centum of an amount”. 
Sec. 5. All recertifications required by reason of any amendments made by 


this Act shall be made by the Railroad Retirement Board without application 
therefor. 


(H.R. 3478, 86th Cong., 1st sess. ] 


A BILL To amend the Railroad Retirement Act of 1937 to provide that employees who 
terminate their railroad employment may apply for and receive a refund of the railroad 
retirement taxes which they have paid 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 of the Railroad Retirement 
Act of 1937 is amended by adding at the end thereof the following new subsection: 

“(h) RigHT oF EMPLOYEES TO REFUND OF TAXES UPON TERMINATION or Rat, 
ROAD EMPLOYMENT.—(1) Any employee who has terminated his railroad employ- 
ment and is not entitled to an annuity under subsection (a) of this section shall 
upon application be paid in a lump sum an amount equal to the total amount of 
the taxes paid by him under section 1500 of the Internal Revenue Code of 1939 
and section 3201 of the Internal Revenue Code of 1954 with respect to his rail- 
road employment, plus interest on such amount from the respective times of the 
payment of such taxes at the rate of 6 per centum per annum. For purposes of 
this subseetion, an employee shall be deemed to have terminated his railroad 
employment (whether before or after the date of the enactment of this Act) if 
he voluntarily submits to his last employer a formal resignation from railroad 
employment and files with the Board a copy of such resignation and an affidavit 
declaring that he has severed all connections with the railroad industry and does 
not intend to return to railroad employment at any time. In the case of an 
individual who is not performing railroad employment on the date of the enact- 
ment of this subsection, and who does not intend to return to railroad employ- 
ment after such date, such individual shall be deemed to have terminated his 
railroad employment only if such resignation and affidavit are submitted and filed 
within one year after such date. 

“(2) No individual who applies for and receives a lump-sum payment under 
this subsection (and no dependent or survivor of any such individual) shall 
thereafter be entitled under this Act to any benefit based upon the service with 
respect to which such payment was made. 

“(3) Application for a lump-sum payment under this subsection may be made 
at any time, except as otherwise provided in paragraph (1).” 

Sec. 2. Section 5(f) of the Railroad Retirement Act of 1937 is amended by 
adding at the end thereof the following new paragraph : 

“(3) No payment under this subsection shall be made with respect to the death 
of any employee if such employee shall have received a lump-sum payment under 
section 2(h) (1).” 

Sec. 3. Section 5(k)(1) of the Railroad Retirement Act of 1937 is amended 
by adding at the end thereof the following new sentence: “Title II of the Social 
Security Act shall not apply pursuant to this paragraph to any service with 
respect to which a lump-sum payment shall have been made under section 
2(h) (1).” 
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[H.R. 3705, 86th Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937 to increase the annuities payable 
thereunder, to reduce the age at which such annuities become payable in certain cases, 
to remove certain restrictions on an individual's right to such annuities, to increase the 
yield on investments made from the Railroad Retirement Account, and for other 


purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Railroad 
Retirement Act Amendments of 1959”. 


ELIGIBILITY FOR RETIREMENT 


Sec. 2. Paragraphs numbered 2 and 3 of section 2(a) of the Railroad Retire- 
ment Act of 1937 are amended to read as follows: 
“9 Individuals who will have attained the age of sixty and will have com- 
pleted thirty years of service. 
“8 Individuals who will have completed thirty-five years of service, without 
regard to age.” 
ELIGIBILITY OF WIVES FOR SPOUSES’ ANNUITIES 


Sec. 3. (a) Section 2(e) (ii) of the Railroad Retirement Act of 1937 is 
amended by striking out “the age of 65 or” and inserting in lieu thereof “the age 
of 65 in the case of a husband or 60 in the case of a wife, or,”. 

(b) Section 2(g) of such Act is amended by striking out “age 65” and insert- 
ing in lieu thereof “age 60”. 


DETERMINATION OF “MONTHLY COMPENSATION” 


Sec. 4. The first sentence of section 3(c) of the Railroad Retirement Act 
of 1987 is amended to read as follows: “The ‘monthly compensation’ of an em- 
ployee shall be the average compensation paid to him monthly for the five 
calendar years after 1923 (whether consecutive or nonconsecutive) included 
in his ‘years of service’ for each of which he received aggregate compensation 
exceeding that received by him for any calendar year after 1923 other than 
such five calendar years; except that the amount of compensation paid or 
attributable as paid to him with respect to each month of service before 1941 
as a station employee whose duties consisted of or included the carrying of 
passengers’ hand baggage and otherwise assisting passengers at passenger 
stations and whose remuneration for service to the employer was, in*’whole 
or in substantial part, in the form of tips, shall be the monthly average of 
the compensation paid to him as a station employee in his months of service 
in the period September 1940—August 1941, except that where service in the 
period September 1940—-August 1941 is insufficient, in the judgment of the 
Board, to constitute a fair and equitable basis for determining the amount of 
compensation paid or attributable as paid to him in each month of service 
before September 1941, the Board shall determine the amount of such compen- 
sation for each such month in such manner as in its judgment shall be fair 
and equitable.” 

INCREASE IN ANNUITIES AND PENSIONS 


Sec. 5. (a) Section 3(a) of the Railroad Retirement Act of 1937 is amended 
to read as follows: 

“(a) The annuity of an individual shall be a sum equal to 110 percent of 
the total amount obtained by multiplying such individual’s ‘years of service’ 
by the following percentages of his ‘monthly compensation’: 3.04 percent of 
the first $50; 2.28 percent of the next $100; and 1.52 percent of the next $200.” 

(b) Section 2(e) of such Act is amended by striking out “than an amount” 
and inserting in lieu thereof “than 110 per centum of an amount”. 

(c) Section 3(e) of such Act is amended by striking out “$4.55” and “$75.90” 
and inserting in lieu thereof “$5” and ‘$84’, respectively. 

(d) The proviso in section 3(e) of such Act is amended (1) by striking out 
“is less than the amount, or the additional amount” and inserting in lieu there- 
of “is less than 110 per centum of the amount, or 110 per centum of the addi- 
tional amount”; and (2) by striking out “such amount or such additional 
amount” and inserting in lieu thereof “110 per centum of such amount or 110 
per centum of such additional amount”’. 

(e) Section 5(h) of such Act is amended by striking out “$33”, “$176”, and 
“$15.40” wherever they appear and inserting in lieu thereof “$36.30”, “$193.60”, 
and “$17”, respectively. 
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(f) Section 5(1)(10) of such Act is amended by striking out “44”, “yy 
“$15.40”, “$36.66”, “$27.50”, and “14.66” wherever they appear and insert. 
ing in‘ lieu thereof “48%”, “12”, “$17”, “$40.33”, “$30.25”, and “$16.13”, nm. 
spectively. 

(g) All pensions under section 6 of the Railroad Retirement Act of 1937, all 
joint and survivor annuities and survivor annuities deriving from joint and gy. 
vivor annuities under that Act awarded before the date of the enactment of this 
Act, and all annuities under the Railroad Retirement Act of 1935 are increase; 
by 10 per centum. 

ADDITIONAL INCREASE AT AGE SEVENTY 


Sec. 6. (a) Section 3 of the Railroad Retirement Act of 1937 is amended py 
adding at the end thereof the following new subsection : : 

“(j) The amount of any annuity payable to an individual under subsectioy 
(a) or (e) of section 2, as determined under the preceding provisions of this 
section, shall be increased by 10 per centum beginning with the month in whic 
such individual attains the age of seventy.” 

(b) Section 5 of such Act is amended by adding at the end thereof the following 
new subsection : 

“(m) The amount of any annuity payable to an individual under this section, 
as determined under the preceding provisions of this section, shall be increageg 
by 10 per centum beginning with the month in which such individual attains the 
age of seventy.” 

(c) The amount of any pension otherwise due an individual under section ¢ 
of the Railroad Retirement Act of 1937, the amount of any joint and survivor 
annuity or any survivor annuity deriving from a joint and survivor annuity 
otherwise payable to an individual under that Act, and the amount of any an- 
nuity otherwise payable to an individual under the Railroad Retirement Act 
of 1935, shall be increased by 10 per centum beginning with the month in which 
such individual attains the age of seventy. 


INTEREST RATE ON INVESTMENTS FROM RAILROAD RETIREMENT ACCOUNT 


Sec. 7. Section 15(b) of the Railroad Retirement Act of 1937 is amended by 
striking out “3 per centum” each place it appears and inserting in lieu thereof 
“4 per centum”’. 

OUTSIDE EARNINGS BY DISABLED ANNUITANT 


Sec. 8. The second sentence of section 2(d) of the Railroad Retirement Act 
of 1937 is amended by striking out “$100” and inserting in lieu thereof “$200”, 


ELIMINATION OF RESTRICTION ON SIMULTANEOUS RECEIPT OF BENEFITS UNDER 
RAILROAD RETIREMENT ACT AND SOOIAL SECURITY ACT 


Sec. 9. (a) The third proviso in section 2(e) of the Railroad Retirement Act 
of 1937 is amended to read as follows: “And provided further, That any spouse's 
annuity shall be reduced by the amount of any annuity to which such spouse is 
entitled, or on proper application would be entitled, under subsection (a) of this 
section or subsection (d) of section 5 of this Act”. 

(b) Section 5(g) of such Act is amended to read as follows: 

“(g) CORRELATION OF PAYMENTS.—If an individual is entitled to more than 
one annuity for a month under this section, such individual shall be entitled 
only to that one of such annuities for the month which is equal to or exceeds any 
other such annuity.” 

(c) Section 202(1) of the Social Security Act is repealed. 


PRORATION OF ANNUITY FOR MONTH OF DEATH OR DISENTITLEMENT 


Sec. 10. (a) The last sentence of section 2(g) of the Railroad Retirement Act 
of 1937 is amended by striking out “shall cease at the end of the month preceding 
the month in which” and inserting in lieu thereof the following: “shall cease 
at the close of the first day on which any of the following occurs (and shall be 
paid, on a prorated basis, for the portion of the month involved which ends at 
the close of such day) :”. 

(b) Section 3(g) of such Act is amended to read as follows: 

“(g) The annuity with respect to the calendar month in which an annuitant 
dies shall accrue and be paid, on a prorated basis, for the portion of such month 
up to and including the date of such death.” 
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teh (3) Pere oetar of such Act is amended by inserting “or the month in 
which such death occurs” after “the employee's death”. ) | 

(2) Section 5(b) of such Act is amended by inserting ‘or the month in which 
such death occurs” after “the employee s death”. 

(d) Section 5(j) of such Act is amended— 

(1) by inserting “(or, if the individual acquired such eligibility im- 
mediately upon the employee’s death, with the day following the day upon 
which such death occurs)” after “otherwise acquired”; and 

(2) by striking out the last sentence and inserting in lieu thereof the 
following : “The annuity for the month in which the recipient thereof ceases 
to be qualified therefor shall be payable, on a prorated basis, for the portion 
of such month up to and including the day on which such recipient ceases 
to be so qualified.” 

(e) Any pension due an individual under section 6 of the Railroad Retirement 
Act of 1987, any joint and survivor annuity or survivor annuity deriving from 
a joint and survivor annuity payable to an individual under that Act, and any 
annuity payable to an individual under the Railroad Retirement Act of 1935 
shall be due or payable to such individual with respect to the month in which he 
dies, ona prorated basis, for the portion of such month up to and including the 
date of his death. 


ELIMINATION OF REQUIREMENT THAT ANNUITANTS CEASE CERTAIN NONRAILROAD 
EMPLOY MENT 


Sec. 11. (a) So much of section 2(a) of the Railroad Retirement Act of 
1937 as precedes paragraph 1 is amended by striking out “any person, whether 
or not an employer as defined in section 1(a)” and inserting in lieu thereof “an 
employer as defined in section 1(a)”. 

(b) Section 2(b) of such Act is amended by striking out “and of the person 
by whom he was last employed”. 

(ec) Section 2(c)(1) of such Act is amended by inserting “to an employer” 
after “applicant”. 

(d) The first sentence of section 2(d) of such Act is amended by striking 
out “or to the last person by whom he was employed prior to the date of which 
the annuity began to accrue’. 

EFFECTIVE DATES 


Sec. 12. (a) The amendments made by sections 2, 3, 4, 5, 6, 8, 10, and 11 shall 
apply only with respect to annuities accruing for, and pensions due in, months 
after the month in which this Act is enacted. The amendments made by sec- 
tion 7 shall apply only with respect to periods after the date of the enactment 
of this Act. The amendments made by section 9 shall apply only with respect 
to (1) annuities accruing for months after the month in which this Act is en- 
acted, (2) monthly benefits under title II of the Social Security Act for months 
after the month in which this Act is enacted, and (3) lump-sum death payments 
under such title II in the case of deaths occurring after the month in which this 
Act is enacted. 

(b) All recertifications required by reason of this Act shall be made by the 
Railroad Retirement Board without application therefor. 


[H.R. 3761, 86th Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937 to provide that an individual's 
annuity based in part on military service shall not be reduced by reason of the payment 
to such individual of veterans’ benefits based on the same service 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 4(i) of the Railroad Retirement 
Act of 1937 is amended by inserting “(other than an Act administered by the 
Veterans’ Administration)” after “Act of Congress”. 

Seo. 2. The amendment made by the first section of this Act shall be effective 


only with respect to annuities accruing for months after the month in which this 
Act is enacted. 


87110—59——-3 
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UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT Boarp 
Chicago, Iil., Januar 195 
Hon. OREN Hargis, 7 7 50a, 
Chairman, Committee on Interstate and Foreign Commerce, House Ofice Buila. 
ing, Washington, D.C. 

Deak Mr. Harris: This is a report on the bill H.R. 217 which was introduced 
in the House of Representatives by Mr. Poff on January 7, 1959. 

The bill would amend the Railroad Retirement Act of 1937, as amended b 
extending to spouses of annuitants the privilege of electing to receive a reduce) 
annuity to begin after age 62 and before age 65. The reduction would be b 
one one-hundred-and-eightieth for each calendar month the spouse is under a= 
65. The only similar privilege now available under the act is that by whieh an 
employee with 30 years of service may elect to receive a reduced annuity to begin 
after age 60 and before age 65. 

Since the annuities would be actuarially reduced to almost compensate for the 
earlier beginning date this amendment would not appreciably increase the costs 
of the railroad retirement system. é' 

A majority of the Board has no objection to the amendment except that it is 
believed that if this privilege is granted to spouses of annuitants, it would be 
desirable to extend the privilege also to women employees who do not have 30 
years’ service and therefore are not now eligible for retirement annuities before 
age 65. Board Member Healy opposes the bill, since it is similar to a provision 
in the bill H.R. 1012 which he opposes and on which he has filed with the 
committee a separate statement. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for February 3, 1959, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that Bureay 
as soon as they are received. 

Sincerely yours, 
Howarp W. HABERMEYER, Chairman. 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT Boarp, 
Chicago, Ill, January 29, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, House Office Build- 
ing, Washington, D.C. 

DeaR Mr. Harris: This is a report on the bill H.R. 218 which was introduced 
in the House of Representatives on January 7, 1959, by Mr. Poff. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in 
the following manner: 

1. Full annuities would be payable after 35 years of service regardless of age 
or at age 60 after the completion of 30 years of service. 

2. In determining the average monthly compensation for service before 1937, 
the present computation based on the 1924-31 period would be replaced by a 
computation based on 5 calendar years (consecutive or otherwise) of highest 
earnings before 1937. We assume that this is the change intended by section 3 
of the bill, the wording of which is not clear. 

3. The limit on creditable monthly compensation would be raised retroactively 
to $350. Under present law, the limit is $300 a month per employee on all 
service before July 1954 with a limit of $350 a month thereafter. 

4. The provision in the present law that service after age 65 shall not be used 
in the computation of the monthly average compensation if it results in a lower 
annuity, would be eliminated. 

The Board would be required to rectify all annuities and pensions which 
could be affected by any of the changes specified in the bill. The effective dates 
of the changes proposed are not expressly stated. 

Aside from any other considerations the amendments proposed in the Dill 
would create administrative difficulties which would be almost insurmountable. 
First, it would be necessary to secure detailed earnings records for service be- 
fore 1937, in order to find the 5 years of highest earnings as adjusted for the 
increased monthly limit on creditable compensation. Second, new compensation 
reports would be required for the period January 1937 to June 1954 in order to 
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credit up to $50 a month of additional earnings which, in the overwhelming 
ity of cases, were not previously reported. Third, the Board would be re- 
eed to recertify practically all employee annuities and pensions in force on 
. date of the enactment of the bill. Recertification would also be required for 
large numbers of spouses, joint and survivors, and survivor insurance annuities. 
aH this would impose enormous burdens not only upon the Board but also upon 
x loyers who would be required to search their payroll records for many years 
b = and to submit new reports based on the additional information developed. 
of course, in a large number of cases, old payroll records may no longer be 
available. : ; + 

The Board is opposed otherwise to the enactment of the bill for the following 
one pill, if enacted, would increase the cost of the railroad retirement sys- 
tem by about 2.25 percent of payroll, or $115 million a year. yee 

2. The bill makes no provision for financing the additional cost which its en- 
actment would entail. 

8 The railroad retirement system cannot absorb the added cost because a re- 
cent actuarial estimate shows that the net level cost of benefits under the act is 
about 16.68 percent of taxable payroll. Since the actual tax rate is only 12.50 
percent, the present benefit structure already involves an actuarial deficiency of 
4.18 percent of payroll which is equivalent to about $213 million a year on a level 
"— T effect of the enactment of the bill would be to increase the deficiency 
to about 6.43 percent of payroll, or $328 million a year. 

The Board, accordingly, recommends that no favorable consideration be given 
to this bill. ? , . 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
peen set for February 3, 1959, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 

Sincerely yours, 
Howarp W. HABERMEYER, Chairman. 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago, IUl., January 29, 1959. 
Hon, OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


Deak Mr. Harris: This is a report on the bill H.R. 219, which was introduced 
in the House of Representatives on January 7, 1959, by Mr. Poff. 

The bill would amend that provision of subsection (a) of section 2 of the 
Railroad Retirement Act of 1937, as amended, which makes cessation of service 
to any person a condition to eligibility for a retirement annuity, the provision of 
subsection (b) of this section relating to the requirement of relinquishment of 
employment rights by the applicant, and the provision of subsection (d) of this 
section forbidding payment of an annuity with respect to any month in which 
the annuitant renders compensated service to an “employer” under the act or 
to the last person by whom he was employed prior to the date on which his an- 
nuity began to accrue. The proposed amendments would make these provisions 
of the act applicable only with respect to service to or employment rights with 
an “employer” as defined in the act. 

The amendments proposed by the bill would restore the provisions as they 
are in effect in the Railroad Retirement Act of 1935, insofar as working for 
i person other than an employer is concerned. During the hearings in 1937 
on the bill to amend the Railroad Retirement Act of 1935, it was stated by a 
witness for the Association of American Railroads and the standard railway 
labor unions that the provisions in the 1935 act in this respect discriminated 
against career railroad workers who stayed in the railroad industry all their 
lives, and favored those railroad workers who left the railroad industry before 
retirement age and engaged in other employment. (Hearings before the House 
Committee on Interstate and Foreign Commerce, 75th Congress, on H.R. 6956, 
pp. 74-75. Hearings before the Senate Committee on Interstate Commerce, 
Mth Congress, on 8. 2895, p. 53.) The latter, upon attaining age 65, could re- 
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ceive their annuities under the Railroad Retirement Act in addition t 

salaries for services for nonemployer, while the career workers upon Pris 
ing retirement age, have only the annuities to rely upon. The purpose of ta 
provisions, which the bill would eliminate, was to avoid this discriminatine 
Congress then apparently accepted the views in support of these proviniae 
and has continued them in effect ever since although amending the act j ‘othe 
respects on many occasions, » Othe 

Aside from the question as to the desirability otherwise, the bil Ww 
impose additional costs on the railroad retirement. system, which it is 
mated, would come to about $10 million a year or 0.19 percent of payroll a 
view of this and since the Board has always opposed any proposal for am > 
ment which would increase costs without providing a method for fina hl 
them, the Board recommends that the bill not be enacted. — 
Inasmuch as hearings on bills to amend the Railroad Retirement Act h 
been set for February 3, 1959, this report is submitted without prior ane 
ance with the Bureau of the Budget. <A copy of the report is being forwateal 
to the Bureau of the Budget today and you will be informed of the view “ 
that Bureau as soon as they are received. ; ra. 
Sincerely yours, 
Howarp W. HABeRMEYER, Chairman, 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT Boarp, 
Chicago, Lil., January 29, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, House Office 
Building, Washington, D.C. 

Deak Mr. Harris: This is a report on the bill H.R. 220, which was introduced 
in the House of Representatives on January 7, 1959, by Mr. Poff. 

The bill would amend the Railroad Retirement Act of 1937, as amended, by 
repealing the present restriction in section 2(e) of the act which requires the 
reduction of the spouse’s annuity by the amount of her insurance benefit under 
the Social Security Act. This repeal would be retroactive to October 31, 1951, 
and requires the restoration of all such reductions made after that date. 

The bill also purports to repeal the second sentence of section 5(g) (2) of 
the act which required the reduction of survivor annuities by the amount of 
the insurance benefits under the Social Security Act. This sentence, however, 
has already been repealed by Congress, by section 2, Public Law No, 383, Sth 
Congress, 1st session, approved August 12, 1955. In view of this repeal this 
report will not otherwise consider or discuss that section of the bill. 

The combined employer-employee taxes for the support of the railroad re 
tirement system umount to 12.50 percent of taxable payroll, with a limit of 
$350 a month per employee. A recent actuarial estimate shows that the level 
cost of the benefits under the act is about 16.68 percent of payroll, indicating a 
present deficiency of about 4.18 percent of payroll, or $215 million a year. 

We estimate that the additional costs of the amendments proposed in HR. 
220 would come to approximately 0.21 percent of payroll or $11 million a year 
on a level basis. This would increase the deficiency from 4.18 to 4.39 percent of 
payroll or from $213 million to $224 million a year. 

In view of the fact that the bill would provide no additional revenue to meet 
the substantial increase in the costs of benefits the Board feels compelled, for 
that reason alone, to recommend that no favorable consideration be given to 
the bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for February 3, 1959, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to 
the Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 

Sincerely yours, 
Howarp W. HABERMEYER, Chairman. 
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UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT Boarp, 
Chicago, Ill., January 29, 1959. 
Hon. OREN HakRIs, ay sty Ties 
Chairman, Committee on Interstate and Foreign Commerce, House Office Build- 
ing, Washington, D.C. 

Deak Mr. Hagris : This is a report on the bill H.R. 223, which was introduced 
in the House of Representatives on January 7, 1959, by Mr. Powell. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in the 
following respects : Re , EJ 

1. The conditions of eligibility for nondisability annuities would be changed by 
substituting for the present age and service requirements, the sole requirement 
that the individual have completed 30 years of service. 

9, An annuitant who completed 30 years of service would receive, for the 
months following the month of enactment, an annuity equal to 50 percent of 
the “taxable wages of his 5 years of highest earnings.” 

. The bill would also amend the Railroad Retirement Tax Act by increasing 
the maximum applicable to the amount of compensation taxable under the act, 
poth to the employee and to the employer, from $350 to $400. 

The provision making 380 years of service the sole requirement for a nondis- 
ability annuity would be ojectionable in that in many cases taxes would have 
peen paid for many years (that is, for years less than 30) to support the system, 
without corresponding credit, or even at all, toward retirement benefits; and 
since it would frustrate the expectation of receiving an annuity under the Rail- 
road Retirement Act of many employees who will not have the 30 years required 
service at retirement age or what they had come to regard as retirement age. 
It is possible, however, that this provision, though not so stated, was intended 
merely as an alternative to the present age-and-service annuity requirements. 
Apart from this, the provision would be objectionable because it would encourage 
retirement of other employees at relatively young ages, or at a time possibly 
many years earlier than the normal and ordinary time of retirement. The re- 
sult would earlier than the normal and ordinary time of retirement. The result 
would be a loss to the railroad industry of special skills and experience without 
compensating factors; and it would enable those leaving the industry to vompete 
in the nonrailroad labor market on what would be in effect a subsidy, paid for 
by the railroad industry and the workers in it. 

Under the present law, retirement for reasons other than disability is in no 
case permitted before attainment of age 60. Women with 30 years of service 
may retire at age 60 without a reduction in their annuities. However, men 
with 80 years of service retiring on a nondisability annuity between the ages 
of 60 and 65 have their annuities reduced by one and one hundred and eightieth 
for each calendar month they are under the age of 65 when their annuity begins 
to accrue. 

The provision for computing annuities on the basis of 50 percent of the in- 
dividual’s “taxable wages of his 5 years of highest earnings” has technical de- 
fects which would require correction and is ambiguous, especially considered 
in the context of other provisions of the act which the bill does not propose 
to amend or strike out. It is noted in this connection, that the bill does not 
propose to amend the Railroad Retirement Act to increase to $400 the amount 
of “compensation” (a term which, unlike “wages,” has a technical, defined mean- 
ing in the act) which may be credited to an individual for any month. 

The Board is also opposed to the enactment of the bill for the following 
reasons : 

1, The bill, if enacted (and assuming that the 30-year eligibility provision is 
merely to provide an alternative qualifying condition), would increase the cost 
of the railroad retirement system by about 2.75 percent of payroll (with the 
$400 limit on monthly compensation), or $154 million a year. 

2. The bill makes no provision for financing the additional cost which its en- 
actment would entail. 

8. The railroad retirement system cannot absorb the added cost because a re- 
cent actuarial estimate shows that the net level cost of benefits under the act 


. 18 about 16.68 percent of taxable payroll. Since the actual tax rate is only 


12.50 percent, the present benefit structure already involves an actuarial de- 
ficiency of 4.18 percent of payroll (with the $350 limit on monthly compensa- 
tion) which is equivalent to about $213 million a year on a level basis. 


‘ ao accordingly, recommends that no favorable consideration be given 
0 the bill. 
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UNITED STATES OF AMERICA, nes 
RAILROAD RETIREMENT Boarp, peg 

Chicago, Ill., January 29, 1959. - 
Hon. OREN HARRIS, ay 
Chairman, Committee on Interstate and Foreign Commerce, House Office a 
Building, Washington, D.C. ' 7 i 
Dear Mr. Harris: This is a report on the bill H.R. 225 introduced in the Hous | condi 
of Representatives on January 7, 1959, by Mr. Powell, and the bill H.R. 2223 | must 
introduced by Mr. Siler on January 12, 1959. | from 


The bills contain a number of technical defects which would require corree. 
tion. For purposes of this report, we are interpreting the bills as amending 
the Railroad Retirement Act of 1937, as amended, in the following manner: 

1. Full annuities would be payable at age 60 or after 30 years of service regard. 
less of age. Under present law, full age annuities to men are not available untij 
age 65. Women with 30 years of service may retire at age 60 without a reduc 
tion in their annuities. However, men with 30 years of service, retiring for 
reasons other than disability between the ages of 60 and 65, have their annuities 
reduced by one one-hundred-and-eightieth for each calendar month they are 
under the age of 65 when their annuity begins to accrue. woul 

2. A new minimum would apply in cases of persons retiring at age 60 or after 
30 years of service. This minimum would equal one-half of the creditable 
monthly compensation for 5 consecutive years of highest earnings. The new 
minimum would apply in addition to the present minimum provided in section 
3(e) of the act. 

3. The provisions of the present act which are applicable to spouses’ and 
survivors’ annuities would remain unchanged. In particular, the age require 
ment for spouses’ annuities would still remain 65 even though the normal retire. 
ment age for employees would be lowered to 60. 

4. The changes would become effective the first of the month following the 
month in which 90 days would have elapsed since the enactment of the bills. 

The amendments would be objectionable on the following grounds: 

1. The bills, if enacted, would increase the cost of the railroad retirement 
system by 3.75 percent of payroll, or about $191 million a year ; 

2. The bills make no provision for financing the additional cost which their 
enactment would entail; 

8. The railroad retirement system cannot absorb the added cost because a 


recent actuarial valuation of the railroad retirement system shows that the Chai 
net level cost of benefits under the act is 16.68 percent of taxable payroll. Since Hou: 
the actual tax rate ise only 12.50 percent the present benefit structure already 
involves an actuarial deficiency of 4.18 percent of payroll, which is equivalent to Di 
about $213 million a year on a level basis. in th 
4. The effect of the enactment of the bills would be to increase the deficiency to was 
7.93 percent of payroll or approximately $404 million a year. Tt 
Although there are other important reasons why the Board believes that these 1937 
bills should not be enacted, the fact that they would provide no additional the 
revenues to meet the very large increase in the cost of the benefits compels the annt 
Board, for that reason alone, to recommend that no favorable consideration be able 
given to the bills. Reet 
Inasmuch as hearings on bills to amend the Railroad Retirement Act have been re 
set for February 3, 1959, this report is submitted without prior clearance with asi 
the Bureau of the Budget. A copy of the report is being forwarded to the i 
Bureau of the Budget today and you will be informed of the views of that T 
Bureau as soon as they are received. 12 5 
Sincerely yours, as 


Howarp W. HABERMEYER, Chairman. is 
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UNITED STATES OF AMERICA RAILROAD RETIREMENT BOARD, 
Chicago, Ill., January 29, 1959. 
. OREN HARRIS 
nen, Committee on Interstate and Foreign Commerce, 
House Ofice Building, Washington, D.C. 


Deak Mr. Harzis: This is a report on the bill H.R. 735 introduced in the 
House of Representatives on January 7, 1959, by Mrs. Church. 

The bill would amend sections 2(f) and 5(i)(1)(i) of the Railroad Retire 
ment Act with respect to annuities accruing after the date of enactment so that 
husbands of annuitants would be eligible for a spouse’s annuity, and widowers 
would be eligible for a widower’s annuity, based on the wife’s employment, with- 
out the present condition requiring that they have received at least half of their 
support from the wife. ; bs 

The Railroad Retirement Act was amended in 1951 to provide an annuity for 
husbands (and wives) of annuitants, and for widowers. The Social Security 
Act already contained provisions for similar benefits which were, and still are, 
conditional upon the dependency of the husband or widower on his wife, which 
must be established by proof that he was receiving at least one-half of his support 
from her when her benefits begin to accrue or at her death. The inclusion of 
these benefits in the railroad retirement system with the similar conditions for 
eligibility resulted in conformity with the social security system in this respect. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.50 percent of taxable payroll with a limit of $350 a 
month per employee. The seventh actuarial valuation of the railroad retire- 
ment system shows that the level cost of benefits under the act is 16.68 percent 
of taxable payroll, indicating a present deficiency of 4.18 percent of payroll or 
$213 million a year. ; 

We estimate that the additional cost of the amendments proposed in H.R. 735 
would come to about 0.10 percent of payroll or approximately $5 million a year 
ona level basis. This would increase the deficiency from 4.18 to 4.28 percent of 
payroll or from $213 million to $218 million a year. 

In view of the fact that the bill would provide no additional revenue to meet 
the increase in the cost of benefits, the Board feels compelled, for that reason 
alone, to recommend that no favorable consideration be given to the bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have been 
set for February 3, 1959, this report is submitted without prior clearance with 
the Bureau of the Budget. A copy of the report is being forwarded to the Bureau 
of the Budget today and you will be informed of the views of that Bureau as 
soon as they are received. 

Sincerely yours, 
Howarp W. HABERMEYER, Chairman. 


UNITED STATES OF AMERICA RAILROAD RETIREMENT BOARD, 
Chicago, Iil., January 29, 1959. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


Deak Mr. Harris: This is a report on the bill H.R. 765 which was introduced 
in the House of Representatives by Mr. Friedel on January 7, 1959, and which 
was referred to your committee for consideration. 

The bill would amend section 5(i) (1) (ii) of the Railroad Retirement Act of 
1937, as amended, so that while earnings by a survivor-annuitant would, under 
the same circumstances as at present, result in loss to the annuitant of his 
annuity for the month of such earnings, the provision that no month of any tax- 
able year of 12 months shall be charged with such earnings if the annuitant’s 
earnings for such year are not more than $1,200 (section 203(e) of the Social 
Security Act, incorporated into section 5(i) ( 1) (ii) of the Railroad Retirement 
Act by reference therein) would be amended (but only insofar as the Railroad 
Retirement Act is concerned), by raising the critical amount of annual earnings 
from $1,200 to $1,800. 

The provision that if the individual’s earnings for a taxable year of less than 
12 months are not more than the product of $100 times the number of months 
in such year, no month in such year shall be charged with any earnings, would 
be amended by changing the figure $100 to $150. 
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The Board is of the opinion that these provisions of the Railroad Retirement 
Act, which literally incorporate the provisions of the Social Security Act, should 
not be so amended. The two acts together now provide a coordinated and inte 
grated program of survivor benefits under which claims of the survivors of an 
employee are paid with respect to his employment record under one System 
or the other, upon the basis of substantially the same qualifications anq coq. 
tions and usually in the same amount that the same survivor would be paid under 
the other system. The Board believes that the introduction of variations or 
differences between the two systems of the kind here proposed would impair 
this integration. 

The Board opposes the enactment of this bill also for the following reasons: 

1, The bill, if enacted, would increase the cost of the railroad retirement sys. 
tem by about 0.05 percent of payroll, or $3 million a year. 

2. The bill makes no provision for financing the additional cost which its ep. 
actment would entail. 

3. The railroad retirement system cannot absorb the added cost because g 
recent actuarial estimate shows that the net level cost of benefits under the act 
is about 16.68 percent of taxable payroll. Since the actual tax is only 12.50 pep. 
cent the present benefit structure already involves an actuarial deficiency of 
4.18 percent of payroll which is equivalent to about $213 million a year on a level 

4. The effect of the enactment of the bill would be to increase the deficiency to 
4.23 percent of payroll or $216 million a year. 

The Board, accordingly, recommends that no favorable consideration be givey 
to the bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act haye 
been set for February 3, 1959, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that Bureay 
as soon as they are received. 

Sincerely yours, 
Howarp W. HABERMEYER, Chairman. 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOarp, 
Chicago, Ill., January 29, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


Dear Mr, Harris: This is a repcrt on the bill H.R. 972 which was introduced 
in the House of Representatives by Mr. Van Zandt on January 7, 1959. 

The bill would amend section 2(e) of the Railroad Retirement Act of 1987, 
as amended, to eliminate the present provision in the Railroad Retirement Act 
under which a spouse’s annuity is reduced by the amount of any other annuity 
under the Railroad Retirement Act, or the monthly benefit under the Social Se 
curity Act (other than a wife’s or husband’s benefit), to whith the spouse is en- 
titled. The provisions of the amendments would be effective with respect to 
spouse’s annuities beginning to accrue on and after the date of enactment of 
the bill. 

The Board is opposed to the enactment of the bill for the following reasons: 

1. The bill, if enacted, would increase the cost of the railroad retirement sys- 
tem by 0.20 percent of payroll, or about $10 million a year. 

2. The bill makes no provision for financing the additional cost which its en- 
actment would entail. 

3. The railroad retirement system cannot absorb the added cost because the 
seventh actuarial valuation on the railroad retirement system shows that the 
net level cost of benefits under the act is about 16.68 percent of taxable payroll. 
Since the actual tax rate is only 12.50 percent the present benefit structure al- 
ready involves an actuarial deficiency of 4.18 percent of payroll which is equiv- 
alent to about $213 million a year on a level basis. 

4. The effect of the enactment of the bill would be to increase the deficiency 
to 4.38 percent of payroll or $223 million a year. 

The Board, accordingly, recommends that no favorable consideration be given 
to the bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for February 3, 1959, this report is submitted without prior clearance 
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with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 
Sincerely yours, 
HowakRD W. HABERMEYER, Chairman. 


KAILROAD RETIREMENT Boarp, 
Chicago, Ill., January 26, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, House of Represent- 
atives, Washington, D.C, 


Deas Mr. Harris: This is the report of the Railroad Retirement Board on 
the bill, H.R. 1012, which was requested by your committee. 

The bill would amend the Railroad Retirement Act, the Railroad Retire- 
ment Tax Act, and the Railroad Unemployment Insurance Act in the following 
respects : 

RAILROAD RETIREMENT ACT 


1. Annuities (including spouse and survivor annuities), pensions, and lump 
sums (other than the “residual” lump sum) would be increased generally by 
10 percent. The increase would be slightly more than that for most employee 
retirement annuities and survivor annuities computed under the regular rail- 
road retirement formulas (as much as 1.4 percent more for some survivor bene- 
fits), because the increased percentages proposed by the bill in these formulas 
reflect “rounding out” the result, after application of an exact 10 percent 
increase in the computation factors. 

2, The maximum amount of compensation creditable under the Railroad Re- 
tirement Act for a month would be increased from $350 to $400 effective with 
respect to service rendered after December 31, 1958. 

8. The privilege now available to any employee with 30 years of service of 
electing to receive a reduced annuity to begin after age 60 and before age 65 
would be available to women employees with 10 years of service at age 62, and, 
at the same age, to wives or husbands of annuitants. The reduction would be 
by 480 for each calendar month the beneficiary is under age 65. 

4, The earnings test now applicable to disability annuitants, under which 
any disability annuitant under age 65 does not receive an annuity for any 
month in which he is paid more than $100 in earnings, would be modified by 
the addition of a provision that if the annuitant’s earnings in any calendar 
year do not exceed $1,200, the annuity otherwise not payable because of his 
earnings in any month in that year, would become payable. Earnings from 
employment with an “employer” under the act or for the annuitant’s “last 
employer” before he retired, would not count towards this $1,200 maximum. 
(No annuities are payable for months of such earnings by virtue of another 
provision of section 2(d) of the aRilroad Retirement Act.) Even if the an- 
nuitant’s earnings exceed $1,200 in any year, loss of annuity would not exceed 
1 month’s annuity for each $100 or less (if more than $50) that the annuitant 
earned in excess of $1,200. 

5. The formula for computing the “residual” lump sum would be amended 
in conformity with amendments proposed to the Railroad Retirement Tax Act 
(increasing as of January 1, 1959, the tax rate on employees to 6% percent 
and to 714 percent after December 31, 1961, and the maximum amount 
of compensation subject to the tax after December 31, 1958, to $400) by in- 
creasing the percentage factor applicable to compensation after 1958 to 7% 
percent and to 8 percent after 1961, and increasing the maximum amount of 
compensation for any month to which such factors are applicable from $350 
to $400 for any month after December 31, 1958. 

6. The changes made by the bill would be effective with respect to all an- 
nuities payable for months after December 1958, to pensions due in calendar 
months after January 1959, and to lump sums payable with respect to deaths 
occurring after 1958. 

RAILROAD RETIREMENT Tax ACT 


The bill would increase the tax rate on employees and employers from 6% 
percent to 6% percent after December 31, 1958, and to 71%4 percent after Decem- 
ber 31, 1961, and make the tax applicable to $400 instead of $350 of the em- 
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ployee’s compensation earned in any month after December 1958. The ta 
rate would be increased with respect to compensation paid after 1964 by the 
same number of percentage points (or fractions of percentage points) 
which the then current social security tax rate exceeds 2% percent. 7 
The tax rate on employee representatives would be increased from 12 
percent to 134% percent after December 31, 1958, and to 1444 percent after 
December 31, 1961, and the tax base also raised to $400. This tax rate would 
also be increased with respect to compensation paid after 1964, just ag in the 
case of the employer and employee, but this increase would be by twice the 
number of percentage points (or fractions of points) that the then current 
social security tax rate exceeds 2% percent. 


RAILROAD UNEMPLOYMENT INSURANCE ACT 


1. A new schedule of daily benefit rates for both unemployment and sickness 
benefits ranging up to $1.70 higher than present rates would be provided. 
The alternative rate, which is now 50 percent of the employee's daily rate of 
pay in his last employment with an employer in the “base” year, would be in- 
creased to 60 percent of such daily rate of pay. The maximum daily benegt 
rate would be increased from $8.50 to $10.20. These increases would be effective 
with respect to benefits payable in general benefit years after the benefit year 
ending on June 30, 1958, and in extended benefit periods, described below, as 
early as January 1, 1958. 

2. The maximum amount of compensation for a month, for which credit 
would be given and contributions required, would be increased from $350 to 
$400, effective with respect to compensation paid for service rendered in calep- 
dar months after December 1958. 

3. The minimum amount of earnings in a “base” year which would qualify 
an employee for benefits would be increased from $400 to $500, effective with 
respect to “base” years after 1957. 

4. An employee with 10 or more years of railroad service who is out of work 
through no fault of his own and has exhausted current rights to normal up- 
employment benefits, would receive additional benefits during an _ extended 
benefit period. ‘The duration of such extended benefit period would be for an 
employee with less than 15 years of service 7 successive periods of 14 days each 
but would be limited to benefits for 65 days of unemployment, and for an em- 
ployee with over 15 years of service 13 successive periods of 14 days each with 
a limitation of benefits to 130 days of unemployment. 

5. For an employee with 10 or more years of service who did not voluntarily 
leave work without good cause or voluntarily retire and who is not a “qualified 
employee” for the current benefit year but would be for the next succeeding 
benefit year such year begins on the first day of the month in which a period 
of 14 or more consecutive days of unemployment begins. 

6. An employee with less than 10 years of service who, after June 30, 1957, 
has exhausted his rights to unemployment benefits may be paid benefits for days 
of unemployment not exceeding 65 which occur on and after June 19, 1958, and 
before April 1, 1959, if for such days he would not be otherwise entitled to 
benefits, except that an employee who has established a first claim for benefits 
under the Temporary Unemployment Compensation Act of 1958 would not be 
entitled to benefits under this provision. 

7. The maximum number of days of unemployment in the first registration 
period in a benefit year for which benefits may be paid would be increased from 
7 to 10, the same as it is now with respect to all subsequent registration periods. 

8. Sundays and other holidays would be treated the same as other days for 
unemployment benefit purposes. 

9. To provide funds for the additional benefits that are proposed, the bill, in 
addition to raising the maximum taxable earnings for a month from $350 to 
$400 and increasing from $400 to $500 the minimum earnings in a base year which 
would qualify a worker for benefits in the benefit year, as stated above, would 
provide for a contribution or tax rate of not less than 1% percent when the 
money in the railroad unemployment insurance account totals $450 million oF 
more, which rate would be raised, by steps, to 3%4 percent when the money in 
the account falls below $300 million. The provision for increase in the con- 
tribution rate would be effective as of January 1, 1959, and would apply only 
with respect to compensation paid for services rendered after December 31, 1958. 
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IMMEDIATE EFFECT OF AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


Employee an nuities 

An estimated 355,000 employee annuities, averaging $117, in course of pay- 
ment on January 1, 1959, would be increased by 10 percent to an average of 
almost $129. me - : : 

For an employee retiring on January 1, 1959, the maximum annuity that could 
be paid would rise from about $186 to $204. Subsequently, after the new $400 
ceiling on taxable earnings goes into effect, the maximum would rise slowly up 
to the end of 1966. Thereafter, the maximum will rise more rapidly since more 
than 30 years of service will become creditable toward annuities. 

An estimated 44,500 retirement annuity awards, averaging about $139 would 
be made in calendar year 1959. These figures include about 500 awards to women 
employees aged 62 to 64 who would elect to accept a reduced annuity. 


Spouse annuities 

An estimated 129,000 spouses on the rolls on January 1, 1959, would also 
pave their annuities increased by 10 percent. The average spouse annuity in 
current-payment status on January 1, 1959, would be increased to about $57. The 
estimated 16,000 unreduced spouse annuities to be awarded in calendar year 
1959 would average $56. The new maximum spouse annuity would be $65.50 in 
January 1959, and would increase to $66.60 in February 1959, and to $69.90 in 
February 1960. 

There are an estimated 36,000 spouses aged 62 to 64 who could elect to receive 
reduced spouse annuities. In the absence of specific experience and for the 
purposes of this report, it has been arbitrarily assumed that about three-fourths 
of them, or 27,000, would choose to accept such reduced benefits. The reduced 
benefits would average about $50. 


Pensions 

An estimated 1,400 pensioners on the rolls on January 1, 1959, would receive 
10-percent increases, bringing their average benefit to about $91 compared with 
the average of $82 under the present law. 
Survivor annuities 

The estimated 239,000 survivor benefits in current-payment status on January 
1, 1959, would be increased at least 10 percent. The maximum basic amount 
possible on January 1, 1959, under the new formula would be $79, while the 
maximum family benefits would be $193.60 and $279 under the railroad retire- 
ment and social security guarantee formulas, respectively. 

An estimated 18,000 insurance lump-sum benefits would be paid in the calendar 
year 1959. The average lump sum would be $560. 
Disability work clause 

The immediate effect of the change in the disability work clause would be 
comparatively small. About 1,000 annuities are withheld each month under the 
present provision and the amount of annuities withheld in a year totals about 


$1 million. The proposed change in the disability work clause is estimated to 
reduce the amount withheld in the first year by about $200,000. 


Total benefit payments 


Total benefit payments under the provisions of the bill in calendar year 1959 
are estimated at about $900 million, or $95 million more than would be payable 
under the present law. Of the additional $95 million, $81 million is attributable 
to the 10-percent increase in monthly and lump-sum benefits and the remaining 
$14 million to the new benefits for women employees and spouses aged 60-64. 


Tabular summary 


The two attached tables illustrate the effect of the proposed amendments. 
Table 1 shows the effect on benefits in course of payment on January 1, 1959, 
and table 2 covers benefit awards in calendar year 1959. 
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TABLE 1.—Estimated number of monthly benefits in current-payment status on 
Jan. 1, 1959, and estimated average monthly amount before and after ine. 














: reas 
under the bill, by type of benefit _ 
peta rteciiielsamecninasceetions sealed toe aaa SED 
Benefits in current-payment status 
en as siisetitreiiincieies — 
Number | Average monthly 
| amount ! 
Type of benefit “TE ORT Seeks tw |e) oy nn 
Benefit computed under—| 
- Agen chtaenh hic) 
| Total | Present P 
Railroad Social- | law ‘i 
formula security 
formula 
claire penance mrss medias) Bae “| a Se 
WOM ast iccndn teks ----------| 724,600 | 511,100 | 213, 500 |___- tyes: 
Retirement: AL. ee 
Employee annuities.__......._______-- 355, 000 | 320, 000 | 235, 000 $116. 90 $128. 60 
Premier eo stole dk ae 1, 400 EMO [iiss e 82. 40 90.7 
Spouse annuities______._.._....-..- 2... | 129, 000 120, 000 9, 000 | 51. 60 56. 9) 
Monthly survivor: * 
Aged widows’ annuities ___-_-...._._-_| 181, 000 64, 000 117,000 | 56. 90 62. 60 
Widowed mothers’ annuities -___._.._-- 11, 300 | 300 | 11, 000 75. 30 82.9 
Children’s annuities__.._..._.........- 42, 500 | 2, 000 40, 500 | 48. 90 | 53, 80 
Poresta’ annuities... .........:-.-.-- 1, 100 | 100 1,000 | 57.70 63.50 
Survivor (option) annuities .........-. 3, 300 pe lonpengdecacat 50. 50 | 55, 60 











1 After adjustment for increases under 1958 Social Security Act amendments. 
2 Inclvdes 7,000 disability annuitants aged 50-64. 


TABLE 2. 





Estimated number of awards in calendar year 1959, and average 
benefit under present law and the bill, by type of benefit 








Awards under 
Type of benefit Present law Proposed bill 
Number | Average | Number | _ Average 
amount | | amount 
Sees 7 : Searles ——— 
Retirement: | | 
IO OUD i nn ncennwnaiie 43, 000 | $126. 90 | 44, 000 | $139. 60 
Reduced age annuities to women.._......--|....-.-.------|_..--- nine 1 500 | 84, 00 
Reduced spouse annuities__............---- tdetlmnikin cal ddaonad 7 2 27, 000 50. 10 
Unreduced spouse annuities ......._... 2 22,000 | 50. 60 16, 000 | 55.70 
Monthly survivor: | 
Aged widows’ annuities_._...............-- 21, 000 | 66. 50 21, 000 73.0 
Widowed mothers’ annuities_._..........-- 2, 300 | 85. 40 | 2, 300 94.00 
Children’s annuities. .____..........-.....- 5, 800 | 57. 60 | 5, 800 63.40 
Parente’ anniities 6 i663 44h cs-dccectcnapiine 100 73. 50 | 100 80.9 
Survivor (option) annuities. _..........---- 50 | 55.00 | 50 60. 50 
Lump-sum payments: | | 
IE DONE 8. 5. ions dtedepistdnnves 18, 000 510. 00 | 18, 000 | 560. 00 
1, 600.00 


Residual payments.._....................-. 6, 500 | 1, 700. 00 6, 500 | 


! There will be an estimated 36,000 spouses of retired employees, and 1,000 women employees with less than 
30 years of service, aged 62-64, eligible to elect reduced annuities. It is assumed that 34 of the spouses and 
¥% of the women employees would make such elections, 


IMMEDIATE EFFECT OF AMENDMENTS TO THE RAILROAD RETIREMENT Tax ACT 


The bill proposes to amend the Railroad Retirement Tax Act, effective January 
1, 1959, by raising the monthly limit on taxable earnings from $350 to $400, and 
by increasing the combined rate of tax from the present 12% percent to 13% 
percent in 1959-61 and to 14% percent in 1962-64. In addition, the rate of tax 
in 1965 and thereafter would be increased by the excess of future actual social 
security rates over 514 percent. 

Assuming that the railroad industry will be recovering from the low level 
of activity experienced during the 1957-58 economic recession with a consequent 
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adual increase in employment, and taking into consideration the increases 
erovided in existing wage agreements, the effect of the proposed legislation on 
v iiroad retirement taxes in calendar years 1959-62 would be as follows: 


{In millions] 




















pasigs 
| 1959 | 1960 | 1961 1962 
SaaS eee nonppeneeyenihiianeereneeed 

ayroll (present law) -..--------------------- ~-neee-| $4, 600 | $4, 700 $4, 900 $5, 100 
a te (proposed law)... ..---------------------+------ | 5100) 5,200 5, 400 5, 600 
Paxes—present law (12.5 percent) --..---.----..--......-__-_ v5 | 7 | 612 637 

Taxes—proposed law (13.5 percent for 1959-61; 14.5 percent for | | 
1960)-- --------------2---0- 22000 =nao nano nese eens eee een ne ee | 689; 702) 729 812 
Total additional taxes-..--.--..---- -<abiieteenciehtaeanee 114 | 115 | 117 175 
(a) Due solely to higher tax base_--....--.--.... \ es 63 | 63 63 63 
(b) Due to higher tax rate on, old base_--.----.--....... <b 46 | 47 49 102 
(c) Due to higher tax rate on addition to old base 5 | 5 5 10 

| 
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ACTUARIAL EFFECTS OF PROPOSED AMENDMENTS TO THE RAILROAD RETIREMENT AND 
RAILROAD RETIREMENT Tax Acts 


As stated before the proposed amendments pertaining to the retirement and 
survivor programs would increase the benefit disbursements in 1959 by about 
$95 million to a total of about $900 million. Of this $81 million is attributable 
to the 10-percent increase in monthly and lump-sum benefits and the remaining 
$14. million to the liberalized eligibility requirements for women employees and 
spouses as well as to certain other provisions of a relatively minor nature. 
Costs of benefits, on a level basis, would be increased about $147 million a 
year. It is further estimated that the additional immediate and deferred taxes 
would bring in about an extra $115 million a year until 1962 when the amount 
would be about $175 million a year. In 1969, if the contingent increase in 
taxes becomes effective, as scheduled after 1964, the amount would reach about 
$370 million a year. A year-by-year estimate of the additional taxes on both 
employers and employees is shown in table 3. Of the $114 million in additional 
taxes ($57 million to be paid by the employers ard an equal amount by the em- 
ployees), in 1959, $63 million would be due to taxing compensation between 
$350 and $400 a month at the rate of 12% percent; and the remaining $51 mil- 
lion a year would be due to the additional one percentage point of tax on the 
total estimated taxable payroll of $5.1 billion for the year. The rise in 1962 
would result mainly from the additional percentage point in the combined tax 
rate with s’milar situations occurring in later years. 

Considering both additional outgo and additional income, the estimates indi- 
cate that the added revenues would exceed the added disbursements by about 
$180 million a year on a level basis, which is equivalent to 3.21 percent of a 
$5.6 billion taxable payroll. Since the actuarial deficiency for the present law, 
calculated as of December 31, 1958, is estimated at 3.81 percent of that payroll 
(adjusted from 4.18 of a $5.1 billion payroll), the enactment of the amendments 
would leave the railroad retirement system with an actuarial deficiency of 0.60 
percent of payroll (3.81 minus 3.21) or about $34 million a year. The deriva- 
tion of the above actuarial deficiency figure is shown in table 4 together with a 
breakdown of the major cost figures for the proposed program by source of 
cost or of savings, as the case may be. 

An analysis of the cost effects of the proposed amendments considered by 
themselves is presented in table 5. As previously indicated, the total level ad- 
ditional disbursements are estimated at about $147 million a year. or 2.63 
percent of taxable payroll, while the additional revenues come to 5.84 percent 
of payroll or $327 million a year on a level basis. 

The distribution of the added costs over the years would depend upon the 
nature of the amendment. ‘Thus, the disbursements due to the increase in the 
limit on creditable compensation ($44 million a year after considering the pro- 
posed 10-percent increase in benefits) would be felt to only a very minor ex- 
tent during the first several years following enactment of this provision. How- 
ever, the additional income on the extra creditable compensation would begin 
to accrue in full almost immediately. On the other hand, the lowering of the 
retirement age for women on an elective basis would result in considerable addi- 
tional disbursements in the immediate future, but these would later be largely 
offset by reductions in benefits payable after age 65. 
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From an actuarial point of view, only the additional net costs of the c 


. h 
in the retirement age for women had to be considered. It is estimated th — 


a . at t 
net additional cost would come to some 0.03 percent of payroll or, in ceaal 
figures, $1.5 million a year on a level basis. This fig 


1 } ye ure is but a small frac. 
tion of the possible additional disbursements in the first year due to this amend 
ment. - 

For the proposed liberalization in the work clause for disability ann 
this estimate allows an additional cost of 0.02 percent of payroll, or about $1 
million a year on the average. The smallness of the allowance is in conformit 
with the total work clause savings which has been estimated at about 0,05 mn 
cent of payroll. The present estimate assumes that the liberalization in the dis- 
ability work clause would take up about one-half of the savings which would 
exist under the provisions of the present law. Whether this assumption wil] 
or will not be borne out by actual experience fs not very important because of 
the relative smallness of the amounts involved. 

The cost figures here discussed are based on the seventh actuarial valuation 
as adjusted for the effect of the 1958 Amendments to the Social Security Aet 
and as subsquently revised to produce costs as of December 31, 1958. As indi. 
cated in table 4, the gross costs of the amended benefit program, including ad- 
ministrative expenses, would come to 20.91 percent of taxable payroll (approxi- 
mately $1.2 billion a year on a level basis), and the reduction on account of 
funds on hand (which will produce interest equivalent to 1.96 percent of pay. 
roll estimated as $5.6 billion) and the financial interchange with social security 
(producing gains equivalent to 1.12 percent of payroll) would come to 3.08 
percent ($173 million a year), thus leaving a net cost of 17.83 percent ($998 
million a year) to be financed by future payroll taxes. The future tax ip. 
come is estimated to be equivalent to a level rate of 17.23 percent ($964 million 
a year), thus leaving an actuarial deficiency of 0.60 percent of payroll, or about 
$34 million a year. 

Because of the very small margins for contingencies contained in the assump- 
tions, there is very little likelihood that the actual future cost of the railroad 
retirement program after giving effect to the proposed amendments will be lower 
than estimated. An error in the opposite direction is considered to be much 
more likely although the extent of the probable error in the estimated costs 
for the proposed amendments could not be determined with any degree of 
accuracy. 


uities, 


TABLE 3.—Estimated additional tax income under the amendments to the 
Railroad Retirement Taz Act contained in the bill 


[Dollar amounts in millions] 
| | a ‘ 
| Rate of tax | Taxable psyroll for Additional taxes 
| $350 limit under bill! 
| 


Calendar year es Sa a acts EE ie — 











| 
| Employer | Employee | Level |Short-range| Level |Short-range 
jassumption| projection assumption| projection 

| 
SC - | a EE | - —- + --—- - -= --- i? ———— 

Percent Percent | 

$0 25. isu... 634 634) $5, 100 $4, 606 $118 $il4 
| eee 634| 6% 5, 100 4, 700 118 114 
1961___- 6%4| 6%4| 5, 100 4,900 | 118 116 
1962______- 7™% 7\%\ 5, 100 5, 100 | 174 174 
1963. ..... 74 7% 5. 100 | 5, 100 | 174 | 174 
RSRERSE 74] 7% 5, 100 5. 100 | 174 | 174 
ns BS 8 8 | 5, 100 5, 200 | 258 | of 
|, ee 84} 84} 5, 100 | 5, 200 | 314 | 319 
. 84 8% 5, 100 | 5, 200 | 314 | 319 
1968...-_. Sahaaeul 84 84 5, 100 | 5, 200 | 314 | 319 
1969 and thereafter _ 9 9 5, 100 | 5, 200 37 376 











1 Difference between combined employer and employee taxes at prop%sed rates on taxable payrolls for 
$400 limit and 12% percent of payroll with $359 limit. The taxable payroll fr the $400 limit fs estimated 
to be $500 million a year higher than for the $350 limit on monthly compensation. 
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TaBLE 4.—Cost estimate for the railroad retirement program as it would be 
amended by the bill 


{Level cost figures are as of Dec. 31, 1958, ayer to a taxable payroll of $5.6 billion 
a year 


Percent of 


payroll 

($400 limit) 

Gross cost of benefits, total_....-.......---_________ cia cielili 20. 91 
meovee annuities and pensions._~--...-- 214, 22 
Spouses’ tia Ss cs rcnieaa Ieae temenrubess at poem aed a 1. 40 
eee Widows’ annuities__----..-.__-..... ainaslceeaietiniinicen. <. can 
I SE NO  ererenencremseerecontateiper oreseninvaerresigidiniiiiedtaeaeeeipaeeainiatin . 62 
ROS Se es oy ere cats ae'en scien anas pene gn annie: eoqianen rem ehennn ines mgardae-nampsancntoes . 20 
a ce er ces wesc nteenye nen erinmeperniaett vcr sieek-llarhd Gove sates eimaeaia. . 39 
I nase cctredenactcinins nda sh tigaagreh eee uaa auueed tesa adnan abaoas .14 
Deductions from gross costs, total.._....____..__.______ ath Meets Ba te 3. 08 
I NE lasik Sah ime nin cist apeionten at bpaapependin$ hindtce bs atte 71.96 
ees: SMMBOUN), INCOTCNONSS...«. 5-2 est ininesinnen cand ded oeas 1.12 
es AN take da jac entl, 656s mpd batphcnnicin inh thee phim bi pptiaie beiehdtbebwiassabeltbilseiablan 17. 83 
Future tax income, total____.____-____- iain tbls nies AS tiles tts 17. 23 
Independent of OASDI rates__.........-..-._--.- ark ineihiciiiteindaomentieiaiiliemreanes 14. 42 
Additional taxes after 1964 dependent upon OASDI rates_______________ 2.81 
Actuarial deficiency (excess of net costs over total future tax income) ___ . 60 


1Includes 0.08 percent of payroll for benefits payable with respect to dependents of 
disability annuitants under the social security minimum provision. 

2Exeludes an estimated $325 million accrued under the fipancial interchange for the 
period July 1957—December 1958 but not yet received. Had chis amount been included, the 
1.96 would have been increased to 2.13 and the next figure of 1.12 would have been corre- 
spondingly reduced to 0.95. 


TABLE 5.—Changes in actuarial deficiency due to the bill 


[Taxable payroll of $5.6 billion a year for $400 limit on monthly compensation] 


Percent of 
payroll 
($400 limit) 


Actuarial deficiency under law before amendments (as of Dec. 





a a ie a ct *3. 81 
Benefits at present rates due to higher compensation base______________ +.71 
Increase in benefits by 10 percent___.._._________ a ae ee ee +1. 84 
Elective reduced benefits to spouses and women employees at age 62_____ +.03 
Increase in residual benefit___._.___._______ dita tadeuliesh delibedimeareaaecmaaaeaicmames +. 03 
Liberalization of work clause for disability annuitants__._..__....______ +. 02 
Taxes at rate of 1244 percent on additional taxable compensation_______ —1.11 
Increase in schedule of taxes independent of OASDI rates___________ —1.92 
Additional taxes after 1964 dependent upon OASDI rates___________ > —2.81 
Actuarial deficiency under law after amendments (as of Dec. 31, 1958) ___ . 60 


1 Equivalent to 4.18 percent of payroll with a $350 limit on monthly compensattion. In 
both instances, this is equivalent to $213 million a year. 


EFFECT OF AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


The bill would increase benefit rates about 20 percent, provide extended dura- 
tion of unemployment benefits for employees with 10 years or more of railroad 
service, increase temporarily the duration of unemployment benefits for other 
employees, eliminate the unemployment benefit waiting period and the Sunday 
and holiday disqualifications, and provide a maximum contribution rate of 3.5 
percent on compensation up to $400 a month. If it should be enacted soon enough 
for the retroactive payments that would result to be made by June 30, benefit pay- 
ments for the current fiscal year would be increased by $90 million to $105 
million. This would make total benefits for 1958-59 range from $310 million to 
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$355 million, and would create a deficit in the railroad unemployment insurance 
account by June 30, 1959, of $25 million to $75 million. Furthermore, it appears 
that the maximum contribution rate of 314 percent of payroll contained in the 
bill would not be adequate, since it is estimated that the future cost of the pro. 
gram, if the bill is enacted, would be about 3% percent of payroll. Following is 
a detailed discussion of the effect of the bill on beneficiaries, benefits, and finane. 
ing. 
IMMEDIATE EFFECT ON BENEFICIARIES 


The immediate effect on beneficiaries of the proposals to amend the Railroad 
Unemployment Insurance Act may be illustrated by reference to the effect the 
would have had on payments for the 1957-58 benefit year. Each of the proposals 
is discussed in turn. 

Except for a few thousand beneficiaries with earnings under $500 who woulg 
no longer be qualified, the benefits of all beneficiaries would have been increased 
substantially. Also, many employees who would not have been paid benefits at 
all under the present law would have been eligible, mainly for relatively smajj 
amounts. 


Increase in qualifying earnings requirement 


In 1957-58, 4,300 (1.4 percent) of the unemployment beneficiaries and 69 
(0.4 percent) of the sickness beneficiaries had base-year earnings under $59 
and so would not have been qualified. However, no employee currently on the 
benefit rolls would be denied benefits in this benefit year by the proposed change: 
it would be effective with the 1958 base year and so would not affect benefit pay- 
ments until July 1959. 


Benefit rates 


The 1957-58 beneficiaries with base-year earnings of $500 or more would, it ig 
estimated, have been paid at an average daily benefit rate of $9.40 for unem- 
ployment and $9.74 for sickness (prior to adjustment for receipt of other social 
insurance benefits). For each type of benefit the average benefit rate would 
be about one-fifth larger than under the present law. The increase in benefit 
rates for those with rates determined under the proviso with respect to the daily 
rate of pay would obviously be this much generally, since 60 percent is one-fifth 
larger than 50 percent. The new schedule in the bill, as shown in the table 
below, would cause an increase of from 8 to 25 percent, depending on the 
compensation range. However, increasing the limit on creditable earnings 
would add to this by shifting many beneficiaries to a higher compensation 
group, with a consequent higher benefit rate. Thus, for some beneficiaries, par- 
ticularly in the higher compensation brackets, the total increase would be sub- 
stantially more than 20 percent, and the average increase for those paid schedule 
rates would be about one-fifth also. 

It is possible under the present law for a beneficiary who was fully employed 
in the base year to qualify for a benefit rate approaching 60 percent of his rate 
of pay. Similarly, under the bill it would be possible for some beneficiaries to 
be paid at benefit rates near 70 percent of the daily rate of pay. For example, 
an employee paid at a rate of $14 a day, if employed 5 days a week without 
overtime for 50 weeks, would earn $3,500. This would qualify him for a benefit 
rate of $9.50 under the schedule in the bill, or 68 percent of his daily rate of pay. 
With respect to maternity benefits, even higher percentages of the daily rate of 
pay would be payable because of the nature of the maternity benefit formula. 
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Comparison of benefit rates in schedule under RUIA with proposed schedule 


a rrrrrnrrnnnEnn nnn EEEEEEEEEEEEEEEEEEEE EERE 
Daily benefit rate 








ional eile laaieals ee’ Percent 
Range of base-year compensation | increase 
| Present | Proposed 
RUIA | schedule | 
<x oa tT ee ee en F gi cuca 
Rn a ah ebemmtus 0.0 bes cies 
me. ee tee acaoent | 4. 00 $4. 50 12.5 
$700-$749.----- eo teitadweadaed 4.00 5.00 | 25.0 
50-$999 __- 4. 50 5.00 | 11.1 
SS isc cpiers-fiicinenosnlneshcesehoues 5. 00 5. 50 | 10.0 
‘1300-81, oo ea OP ay 5. 50 6.00 | 9.1 
$1/600-$1,800 ie tihiestohogs9- 6.00 6. 50 | &3 
$1'900-$1,999 ‘ 6. 00 7. 00 | 16.7 
$2,000-$2,199 Ls dente ngs gait ads anacsn+ seater ed | 6. 50 7.00 | 7.7 
$2,200-$2,499 NTE ee enaeynatbieanekeent 6. 50 | 7.50 | 15.4 
BIE 3 .---2a0--- 2-22 -- 2-0 n0-ene-n- 0-0 --- rege nen nee 7.00 8. 00 14.3 
IE pcan nadarenseeoessnnng-occenecewneneen=e 7.00 8. 50 | 21.4 
EE, Donvs.nncsae--ne--s--cssnncocose-s-enaggeseesese 7. 50 | 8. 50 | 13.3 
SR fac05ss0-~ce-a------- .| 7. 50 9.00 | 20.0 
$3, ET os cae 8. 00 9. 50 | 18.8 
$4,000 SE i a ckdcedp cone 8. 50 10. 20 | 20.0 


Notg: Since the compensation ranges of the two schedules differ, it was necessary, for this comparison, 
to divide some rate groups into two parts. 


RPrtended benefit periods 

It is estimated that, for 1957-58, extended benefit periods and early beginning 
dates of benefit years would have provided additional benefits to about 25,000 
railroad employees, averaging over $500 each. Furthermore, about 2,500 of the 
95,000 would have received additional sickness benefits, averaging nearly $200 
each. Payment of additional sickness benefits could occur because providing ex- 
tended benefit periods or beginning benefit years early lengthens the benefit year 
and so provides increased opportunity for payment of sickness benefits for the 
year up to the maximum specified in the law. 


Eliminating waiting period for unemployment benefits and the Sunday and holi- 
day disqualifications 

These two provisions together, in 1957-58, would have increased by about $12 
million the unemployment benefits paid to about 250,000 beneficiaries who either 
did not exhaust benefit rights in that year, or would be entitled to extended bene- 
fit periods. In addition, thousands of employees who did not receive benefits in 
1957-58 would have received small payments. In these cases the payments would 
have been made for claims with 5 to 7 days unemployment which otherwise 
would not be compensable. 

The removal of the Sunday and holiday disqualification provision in the law 
would increase the number of such claims because, for a man normally working 
a 5-day week, any day of unemployment in a workweek could be a compensable 
day. The wage contracts for nonoperating employees now provide payment for 
holidays. Nevertheless, in the course of a year there will be a large number of 
employees who will not get paid for one or more holidays for one reason or 
another; in such cases, because any days of unemployment over 4 would be com- 
pensable, benefits might be paid for the holiday. It is estimated that the num- 
ber of additional beneficiaries resulting from the two provisions may be in the 
neighborhood of 50,000. 


Temporary extension of duration for employees with under 10 years’ service 


Additional benefits would have been paid to about 35,000 1957-58 beneficiaries 
with less than 10 years’ service who exhausted benefit rights for that year under 
the temporary provision extending their duration of benefits a maximum of 13 
weeks. Probably as many 1958-59 beneficiaries would also receive additional 
payments from this change. It is estimated that the total amount payable 
under the provision would be $15 million to $18 million. 


37110—59-__4 
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Estimates of the additional benefits that would have resulted from the differ. 
ent provisions of the bill in 1957-58 are shown separately in the following table: 




















Unemployment Sickness 
Provision —aiaiitndiebante saietienpatin aos 
een 
| Amount Percent Amount | Percent 
| 
Total benefits, present law !.......--.--------------- | $175, 723, 000 | 100.0 | $53, 253, 000 | 100.0 
Savings due to $500 qualifying earnings__.-------------- 1, 632, 000 | 0.9 173, 000 | ogg 
q i t fi So wt st ee chia) 2. oe wT. Pes 
Increases for qualified beneficiaries: 
1. Benefit rate schedule (including effect of $400 a | - 
month maximum creditable earnings)... -~-.----.- 14, 892, 000 8.5 7, 902, 000 14.8 
2. 60 percent benefit rate proviso. --- -+-2-0-2-- 20, 413, 000 11.6 4, 314, 000 8.1 
3. Extended benefit periods and early beginning of . 
benefit yearSs.... .----.-...;- . " 13, 450, 000 7.7 500, 000 9 
4. Elimination of waiting periods for unemployment.. 8, 176, 000 4. 7 a. eso 4 ae Ss 
5. Removal of section 4(a-s) (iv) -------- sn 3, 873, 000 ee low ae ie 
6, Temporary additional duration for employees with z | 
unaer 10 years’ service......-..---.-------------- (?) (?) | eT 
— — — a nen — eesiioatimnapinie hci 
SIR ho cctiukcsosupicncncdcoelcsehwddccconsoe 59, 172, 000 33.7 | 12, 543, 000 | 2.6 


i 


1 Net benefits payable for year, which differ slightly from published figures of actual amounts paid in the 


ear. 
“ $15,000,000 to $18,000,000 in 1 year only; not included in totals, and percentage not shown, because nota 
cost factor for later years. 


IM MEDIATE EFFECT ON BENEFITS AND FINANCING 


The immediate effect of the bill on benefit payments in this fiscal year would 
be larger than shown in the preceding table because retroactive payments for 
extended benefit periods starting in the preceding benefit year and payments 
under the provisions for temporary additional duration would be made in addition 
to increases applying to current benefit year claims. Also, payments under the 
present law may be somewhat larger this year than in 1957-58. 


Additional benefits 


The most recent estimates indicate that payments under the present law 
for 1958-59 will total betwen $220 million and $250 million. The bill, if enacted, 
would increase these payments by $90 million to $105 million, assuming that 
enactment would occur early enough for all the retroactive payments to be made 
by June 30, 1959. About $60 million of the increase would be additional benefits 
for unemployment or sickness which occurred before January 1, 1959. 


Effect on balance in the account 


Under the present law, it is expected that the balance in the railroad unen- 
ployment insurance account will be reduced to a figure between $20 million and 
$55 million by June 30, 1959. Income from contributions would be increased by 
no more than $10 million by that date, since collections would have been made 
by then for only the first quarter of calendar year 1959. Thus, the account would 
be depleted, with a deficit of $25 million to $75 million by June 30, 1959, and some 
provision for deficit financing would be necessary. 

The foregoing figures reflect what is considered the most probable range. If 
conditions next spring are considerably different from those assumed for the 
estimates, the deficit could be less than the low or more than the high estimate. 


Immediate cost to the railroads 


The bill would provide a maximum contribution rate of 3.5 percent and max- 
imum taxable earnings of $400 a month, both of which would become effective 
on January 1, 1959. Under present law, which would not be changed, the effec- 
tive rate for 1959 is based on the balance to the credit of the railroad unemploy- 
ment insurance account at the close of business on September 30, 1958. Because 
that balance has already been determined and proclaimed by the Board to be 
less than $300 million, the amendment providing that the effective rate would be 
3.5 percent when the balance is under $300 million would apply to cause the 
effective rate for 1959 to be 3.5 percent. The rate for 1959 is 3 percent under 
the unamended law. Thus, the increase in rate would be only one-half of 1 per- 
cent for compensation paid in calendar year 1959. As shown below in the section 
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on future costs. it is doubtful that this would yield sufficient additional income to 
finance the additional benefits. The average increase in costs accruing for the 
railroads, as shown by the following table, would be over $40 million a year: 


os a 


| Total contri- | Total contri- | 
| butions at 3 butions at | 


Calendar year percent for | 342 percent, | Increase over 
present | with $400 present law 
law | limit on tax- | 


| 
ble earnings 
| 





ee ea eee Pld ; 26344 $138 | $178 $40 


| ET OM sienteseeaieasdic Uliana oddone 141 | 182 41 
a Ae dasa siiskiapimniearaneteea eos 147 | 189 42 


kd aceon wnadnessesdesaueae seas 153 | 196 43 
| | 


Norte.—Figures are estimates of contributions that would be payable on compensation paid in these 
years. 


FUTURE Costs 


There is no adequate statistical basis for estimates of the exact cost of the 
changes proposed by this bill. The cost would be greatly influenced by such un- 
predictable things as the frequency and extent of cyclical fluctuations in rail- 
road traffic, international conflicts, and technological developments. It appears, 
however, that the future cost of the proposals would be somewhat larger, rela- 
tively, than the cost for 1957-58. The more important reasons for this are as 
follows: 

1. The cost of the extended benefit periods and of early beginning of benefit 
years would probably be larger than the estimate for 1957-58 indicates. Exhaus- 
tions in 1957-58 occurred later in the year than in most years, so the additional 
benefits in many cases would only replace payments made in following benefit 
year without increasing the total paid. The cost of this provision may be sub- 
stantially higher this year, when exhaustions will occur earlier. 

2. A substantial increase in daily benefit rates would probably be accompanied 
by some increase in the frequency with which benefits are claimed. For example, 
the sickness beneficiary rates (number of beneficiaries per 100 qualified em- 
ployees) since the 1954 amendments are higher than those for earlier years. 

3. Increases in pay rates in the future will tend to increase benefits more than 
taxable payrolls, because the effect of the benefit rate proviso is limited only by 
the $10.20 maximum, while the increase in taxable payroll will be limited by the 
$400 maximum on creditable compensation. Also, rising wage rates will make 
even less significant the savings in benefits that would result from the increase 
in the qualifying earnings requirement to $500. 

4. The cost of elimination of waiting periods for unempolyment and removal 
of the Sunday and holiday disqualification would have more effect, relatively, in 
years in which there is less unemployment, with shorter duration of benefits and 
relatively more partial or intermittent unemployment. 

According to the latest estimates that have been made, benefits under the 
present provisions of the Railroad Unemployment Insurance Act will average 
about $145 million over a period of years, $94 million for unemployment and $51 
million for sickness, including maternity. The estimate of taxable payrolls is 
$5.1 billion a year. Including administrative expenses, the total cost of the 
present program is estimated at 2.9 percent of the taxable payroll. 

For the proposals contained in the bill it appears reasonable, and in accord- 
ance with a desire for sound financing, to assume for the future an increase of 
a little more than two-fifths in the average amount of unemployment benefits and 
an increase of one-third in the amount of sickness benefits. This results in an 
average annual benefit cost for the future, if the bill should be enacted, of $202 
million, of which $135 million would be for unemployment and $67 million for 
sickness. At the same time, the $400 limit on creditable earnings would, it is 
estimated, increase the taxable payroll to $5.6 billion. Including an allowance 
of 0.20 percent of payroll for administration and deducting 0.05 percent for inter- 
est on the balance in the account, the total cost of the program would then be 
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about 3%4 percent of payroll. Costs for the present law and with the bill are sum- 
marized in the following table: 

















| ’ i 
Item Present law | With proposeq 

changes 
Average benefits, total..._........--- ne ial rasta $145, 000, 000 $202, 000, 000 
For unemployment.._- a rent ; Bichon 94, 000, 000° ” 135, 000, 000 
For sickness_ ; ; a odie nln Sh 51, 000, 000 67, 000, 000 
Taxable payroll_._............... ; ake $5, 5, 100, 000, 00 "$5, 600, 000, 000 
Benefits as percent of pryroll___- 3. 60 
Administration costs as percent of payroll _- ianmastasm | oD 0 
Allowance for interest on balance in aceount (minus) _- a2 cx set - 10 —.05 
Net total cost as percent of payroll _..........- winmnrweeriae | “2. 90 = 35 





These cost figures are, of course, only an approximation based on what ap. 
pear to be reasonable interpretations of available data, and on forecasts of the 
future of the railroad industry. With somewhat different assumptions, which 
may be just as reasonable, a variation of as much as 4 percent of payrol) in 
either direction might be obtained. The figures can thus be interpreted ag in- 
dicating that the cost of the benefit program under the Railroad Unemployment 
Insurance Act, if the bill is enacted, would be somewhere between 3% and 4 
percent of payroll. 


Financing 
The bili provides the following schedule of contribution rates: 


If the balance on September 30 The contribution rate for the 


in the railroad unemployment next calendar year shall 
insurance account is— be— 

I as 1% percent 

$400 million, but less than $450 million____-__ 2 percent 

$350 million, but less than $400 million_____~- 21% percent 

$300 million, but less than $350 million_____-- 3 percent 

Less than $300 million_____-__-_-_--_--____-. 3% percent 


The balance in the account on September 30, 1958, was $135 million. Thus, as 
stated, the inaximum rate of 314 percent would become effective in January 1959, 

It appears, in view of the cost estimates, that the maximum rate of 3% per- 
cent provided by the bill would prove inadequate to finance the benefits. Also, 
as indicated in the discussion of immediate effects, the balance now in the ac- 
count would not be sufficient to meet the immediate obligations that would 
be incurred. Furthermore, if some form of deficit financing is provided to meet 
the immediate obligations, it appears unlikely that money borrowed for this 
purpose could be repaid without some provision for a contribution rate higher 
than the 3% percent maximum in the bill. 


STATEMENT OF MR. HABERMEYER 


The bill would increase the amounts of benefits under the Railroad Retirement 
Act by some 10 percent and benefits under the Railroad Unemployment Insur- 
ance Act by some 20 percent, and would provide more favorable eligibility condi- 
tions to possible beneficiaries under both acts. The added costs to the railroad 
retirement system would be met by the revenues to be preduced by the increase 
in the taxable compensation base and in the tax rates under the Railread Retire- 
ment Tax Act provided for by the bill. The contribution base and rates under 
the Railroad Unemployment Insurance Act would be increased to provide for the 
additional costs to the unemployment insurance programm. 

The increase in the tax base and rates under the Railroad Retirement Tax 
Act applicable to employees and employers alike would produce sufficient revenue 
to supply the added costs of the proposed increases and improvements and for all 
practical purposes would return the railroad retirement system to a sound finan- 
cial basis by virtually removing the actuarial deficiency which now exists. This 
removal of the actuarial deficiency accords with the request made by the Presi- 
dent of the United States when he signed S. 3616 (Public Law 1013, 84th Con- 
gress) on August 7, 1956, providing an increase in benefits under the Railroad 
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Retirement Act. According to the Board’s actuary, the railroad retirement sys- 
tem fails today of being soundly financed by, on a level basis, 4.18 percent of 
taxable payroll or about $213 million a year; but enactment of the bill would 
reduce the deficit for the system to 0.6 percent of taxable payroll or about $34 
million a year, even after taking into account the resulting increased and im- 
proved benefits. This small deficit is on a projected, not actual; basis founded on 
suppositions which may or may not materialize. Therefore, I believe that the 
pill would for all practical purposes restore the system to a sound financial basis 
and the estimated small deficit that would exist after the enactment of the bill 
does not cause me to be seriously disturbed. 

To supply the increased costs to the railroad unemployment insurance program 
which would be entailed by the bill, rate of contributions (paid exclusively by 
employers) would be increased froin the present maximum of 3 percent of tax- 
able payroll (up to a maximum of $350 a month per employee) to 3% percent 
of payroll (on a monthly maximum of $400 a month per employee) should the 
palance in the railroad unemployment insurance account be found to be below 
$300 million. The Board’s director of research has, however, in his cost analysis 
indicated that the level cost would be almost 3% percent of taxable payroll, stat- 
ing also as follows: 

“These cost figures are, of course, only an approximation based on what appear 
to be reasonable interpretations of available data, and on forecasts of the future 
of the railroad industry. With somewhat different assumptions, which may be 
just as reasonable, a variation of as much as 4 percent of payroll in either di- 
rection might be obtained. The figures can thus be interpreted as indicating that 
the cost of the benefit program under the Railroad Unemployment Insurance 
Act, if the bill is enacted, would be somewhere between 314 and 4 percent of pay- 

” 

Since the balance in the railroad unemployment insurance account is at a dan- 
gerously low level and our director of research calculates the costs of these provi- 
sions to be 3% percent, I, therefore, urge that if the bill receives favorable con- 
sideration, the maximum tax rate be established at 4 percent. 

The two factors which should determine the extent to which benefits are in- 
creased and otherwise made more favorable to beneficiaries are: (1) the reason- 
able requirements of the beneficiaries in the light of present economic conditions, 
and (2) the ability of the railroad industry to absorb the additional costs en- 
tailed thereby. These are matters which undoubtedly will be developed at some 
length before your committee, by representatives of labor and of management 
presenting information which should be of great assistance in your consideration 
of the bill. 

I hope that whatever action may be taken respecting taxes and to improve 
benefits will result in the railroad retirement system being placed on an es- 
sentially sound actuarial basis. Similarly that the increase in the contributions’ 
base and rate and the improvement of benefits will be such as not seriously to 
endanger the soundness of the unemployment insurance program. 


STATEMENT OF Mr. HARPER 


The standard railway labor organizations, after many conferences and as the 
result of long and careful consideration, have determined that the provisions 
of this bill are, from the viewpoint of railroad employees, desirable, reasonable 
and, in fact, required to bring the railroad retirement and railroad unemploy- 
ment insurance systems into reasonable relationship with the realities of pres- 
ent conditions, a conclusion in which I heartily concur. Also, it is the judgment 
of the standard railway labor organizations that the costs involved are not 
beyond the ability of the railroad industry to pay, to which I readily concur. 
The bill would provide an across-the-board increase in all benefits and would 
also provide suitable and appropriate eligibility conditions for railroad workers 
and their dependents. It would increase the tax rates and the compensation 
base to which the tax applies sufficiently, not only to cover the added costs of 
the proposed amendments But also to produce enough additional revenues to 
eliminate for all practical purposes the present estimated deficit in the financing 
of the railroad retirement system. In that connection, the following is quoted 
from the Board’s report : 

“Considering both additional outgo and additional income, the estimates 
indicate that the added revenues would exceed the added disbursements by 
about $180 million a year on a level basis, which is equivalent to 3.21 percent 
of a $5.6 billion taxable payroll. Since the actuarial deficiency for the present 
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law, calculated as of December 31, 1958, is estimated at 3.81 percent of that 
payroll (adjusted from 4.18 of a $5.1 billion payroll), the enactment of the 
amendments would leave the railroad retirement system with an actuariag) 
deficiency of 0.6 percent of payroll (3.81 minus 3.21) or about $34 million a year,” 

In short, the enactment of the bill would reduce the present estimated 3,91 
percent of payroll deficit to 0.6 percent. With only six-tenths of 1 percent 
deficit, the railroad retirement system can reasonably be regarded as financially 
sound. Thus, the bill not only would provide increases in benefits but would 
have the added virtue of, for all practical purposes, eliminating the present 
too-large deficit. 

Similarly, the bill, if enacted, would provide desirable and obviously needed 
improvements in the railroad unemployment insurance system with appropriate 
provisions for producing funds needed to cover the costs thereof. The increase 
in the amount of unemployment benefits and the extension of the periods in 
which benefits are payable, in my opinion, fully justify the additional cost. 
As pointed out in the Board’s report, the costs would be greatly affected by such 
unpredictable things as the frequency and extent of cyclical fluctuations in 
railroad traffic, international conflicts, technical developments, etc. However, 
provisions for contributions to the fund on a sliding-scale basis affords a flexible 
method for realistically adjusting the fund to meet and conform to such flue- 
tuations. While the Board’s cost estimates indicate that a maximum rate of 
3% percent, instead of 34% percent, may be necessary to assure sufficient funds 
for the unemployment insurance account, the difference being only one-fourth 
of 1 percent; should not, in my opinion, weigh against the enactment of the bill. 
I am firmly convinced that the effect of the provisions contained in the bill would 
be, apart from other economic considerations, to stabilize employment and, 
therefore, actually to reduce the cost of the unemployment insurance system, 
Then too, if the economy continues to go forward, as it is now doing and is gen- 
erally expected to continue to do, unemployment will fall and, of course, the 
cost will correspondingly decrease. For these and other reasons, I strongly 
urge prompt consideration and passage of the bill. 

The statement of Board Member Healy will be furnished in the next few days. 

Because of your special request for an immediate report on the bill, this report 
has not been cleared with the Bureau of the Budget. We are, however, for- 
warding to the Bureau today a copy of the report and we will inform the com- 
mittee promptly of any comments by the Bureau. 

By direction of the Board: 

Mary B. Linxins, Secretary of the Board. 


STATEMENT OF Mr. HEALY 


I record my opposition to any further liberalization of benefits under the 
Railroad Retirement and Railroad Unemployment Insurance Acts and earnestly 
recommend an adverse report on H.R. 1012 in its entirety. 

There are only two truly comparable social insurance programs for the 
industrial workers of the Nation. According to the best estimates available, 
in January 1959, there were 51,000,000 employees in nonagricultural establish- 
ments—44,000,000, or 86 percent, were under social security coverage and 
1,000,000, or about 2 percent, under the railroad retirement system. 

It is an acknowledged fact that the benefits under the railroad retirement 
system, although costlier, are far superior than obtainable under social security 
as the following comparative data prove conclusively : 

















1 
Social Railroad 
security retirement 
Number of benefits in current payment on January 1, 1959__..._....._..--.-. 12, 600, 000 721, 000 
Number of beneficiaries per 100 emplevees at work_____________._.______-- 22 7 
Average benefits in current-payment status on January 1, 1959: 
Retirement and disability. ---......- Posh ib5b 3s < Sd mony hleah. set $72. 20 $116. 80 
ge ra pe elie pA ge aD i a ANS ants LE : $37. 70 $51. 60 
Average benefits to be awarded in 1959: | 
Retirement and disability .......................-- 2 stb. $83. 50 $126, 90 
Geers cuicils.isabisc- wi giaes 98 Gn Ba Lgtas We ~ a seace o6c sdaodl $42.00 | $50. 60 
Ce ne | $210. 00 | $519.00 
ee eee ee ee eee ae ee acest None $1, 700. 00 
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And, without any changes in the present law, railroad workers can look for- 

’ s . . . 

ward, as time moves onward, to even wider spreads as earnings and service bring 
9 - s . . 

poth groups to maximums indicated below : 


Social | Railroad 
security | retirement 
SS — TS 5 a ar — ee eee. a . 7 ‘eo Mert tt wt ieee 
i 
isability: | | 
Age and ee. ia PERT Te ese $116. 00 | $185. 60 
January a 90830 
January 1969 een rencensennens a as 
January 1979 oe : > saadessuegecasmeyeceue 20. Zid. 
Insurance Jump sum: aa 718.0 
January 1959 - - - - eeecensae-eoe---e-- - 265. 00 | =. ; 
January 1969 - --.------ iirc eur epN SNS = = = = 
January 1979 oe ~ ewccsccocerscepeceas DD. | . 
idua! payments: ‘ oe 
Be TOS ope p->s paid noc daesaSicewau eee aenuines ERR anee None 4, 653. 00 
January 1969- --- Sale hii eet weak aed aati tea elec es None 7, 593. 00 
January 1979 = ; tap arenaeige naatmmane Faeee mals serene None 10, 533. 00 





The railroad retirement system has many other advantages, to illustrate : 

An age annuitant may also receive, if entitled thereto, benefits under the social 
security program, without any reduction in his railroad retirement check. There 
are around 60,000 such individuals presently doing so, and that number is increas- 
ing constantly. In point of fact, recent study revealed that 72 percent of the 
1,628,000 employees with some railroad service in 1956 had accumulated some 
social security credits. Four hundred and five thousand of these, or 25 percent, 
had dual coverage in that year alone and of that number 82,000 received credit 
for 12 months of railroad service, indicative of the amount of secondary job 
holding among regularly employed railroad workers. 

Also, while the relatively small minority of railroad employees in the total 
population of industrial workers has the privilege of a separate retirement and 
survivor program, its members also enjoy certain rights under the minimum 
guarantee provisions of the Social Security Act. Because of the 1958 amend- 
ments to that act, some 30,000 retired railroad employees, 90,000 wives and 
160,000 widows, children and aged parents received increases of about 7 percent, 
generally, in their annuities under the Railroad Retirement Act, effective in 
January 1959. As a matter of fact, these increases for spouses are even higher, 
ranging from 10 percent now to 17 percent a year hence. H.R. 1012 proposes to 
add another 10 percent to that increase. 

H.R. 1012 proposes to increase the taxes on railroad workers from $21.88 per 
month to $27 in 1959-61, $29 in 1962-4, $32 in 1965, $34 in 1966-68, $36 in 1969, 
and thereafter, with no assurance, as experience has shown, that there will be no 
further increases in the interim. 

The industry’s share of the proposed additional taxes for retirement purposes 
would be $57 million per year in 1959-61, $87 million per year in 1962-64, increas- 
ing steadily to around $185 million in 1969. 

I shall refer later to the additional tax burden upon the industry which this 
bill proposes under the Railroad Unemployment Insurance Act. 

These proposals to saddle additional taxes upon currently active employees 
(who have been carrying the burden of the cost of benefits to those who retired 
without contributing commensurately to the system), upon future entrants and 
upon an industry that is struggling to recapture its losses and keep as many 
employees as possible on the payroll is, in my opinion, ill timed and ill advised. 

The 1951 amendments to the Railroad Retirement Act increased annuities by 
15 percent and provided, for the first time, annuities to wives of railroad em- 
ployees; the 1954 amendments permitted annuitants to receive full benefits 
even when simultaneously entitled to social security benefits; the 1955 amend- 
ments increased wife’s maximum from $40 to $54.30, because of changes in the 
Social Security Act, and that maximum was further increased through the Social 
Security Amendments of 1958 to $59.50 in January 1959: $60.50 in February 
1959 and through January 1960 and $63.50 thereafter: the 1956 amendments to 
the Railroad Retirement Act increased benefits, generally, 10 percent. 


Those amendments increased benefit payments under the Railroad Retirement 
Act $278 million since 1951. 
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In the vital statistics between 1951 and 1959 are the following indisputable 
comparisons: 








Railroad Retirement System 1951 | 1088 
Number of retirement and survivor beneficiaries as of June 30- - -- -- ~_ 407, 871 710, 403 
Total benefit payments, fiscal year ending June 30_-.-.-..-..--....-.---- $317, 101, 022 | 721, 428, 368 
Administrative expenses, fiscal year ending June 30_.---...-..--.--------| $4, 739, 673 | , 433, 070 














| 1951 1958 
Class I railroads of the United States: 
Revenue freight car loadings..........-...-.-.--.--------..- sts 40, 499, 182 30, 206, 494 
NY ION RIOD 2100. Sakon ad acd sndacusndaedacssancavssassur 483, 833, 473 375, 000, 000 
6 5 ines nna gener tena sh win mapas nies 1, 276, 000 841; 000 








In lieu of H.R. 1012 and other proposals, I earnestly recommend that a mora- 
torium be declared against any further increases in benefits under the Railroad 
Retirement Act, at least until such time as the help given the industry and its 
own efforts to improve its position and stabilize railroad employment can be 
properly evaluated by both management and currently active employees. 

I am as firmly opposed to those proposals in H.R. 1012 to further enlarge or 
extend the already overgenerous benefits under the Railroad Unemployment In- 
surance Act, adding $40 million in 1959 and by 1962 $48 million per year to the 
present tax assessment against the industry. 

The average daily benefit rate for unemployment, paced by the growth in rates 
of pay and amendments in 1952 and 1954, rose from $3.55 in fiscal 1951-52 to 
$7.80 last year and is currently in excess of $8. This bill proposes to further 
increase these benefit rates from 8 to 25 percent with a general advance of 
20 percent. 

It also proposes, significantly, to retroactively extend benefits to employees 
who exhausted their rights although the opportunity to do so was rejected when 
the program for all other workers was adopted in the last session of the Con- 
gress. Under the present law railroad employees can, and do, draw unemploy- 
ment benefits in more than 1 year, and it is possible to collect 52 weeks of bene- 
fits for a single period of unemployment. In point of fact, 164,000 of the 229,000 
railroad employees who drew unemployment benefits between July and Decem- 
ber 1958 were also beneficiaries in the fiscal year ending June 30, 1958. 

The Railroad Unemployment Insurance Act needs reappraisal and not liberal- 
ization for certainly there can be no fairness nor equity in the requirements 
that compelled the industry, over the past decade, to pay out in unemployment 
benefits: $90,466,000 to employees who are discharged or suspended for just 
causes, or who voluntarily quit their jobs ; $15,656,000 to employees participating 
in strikes against the industry and to other employees affected by such work 
stoppages ; or $402 million in sickness benefits, and $31 million in maternity bene 
fits, when the Federal-State systems, covering the vast majority of the Nation’s 
industrial workers: Consider voluntary separations, discharges for misconduct 
and labor disputes as major reasons for the disqualification of claimants for 
unemployment insurance benefits; and only four States provide sickness bene- 
fits and in two of these the costs are paid for entirely by employees. Maternity 
benefits are available in only one State. 

The Railroad Retirement and Social Security Acts provide immediate annuities 
to retiring workers entitled thereto, but it is permissible, under the Railroad 
Unemployment Insurance Act for a railroad worker to defer the effective date 
of his retirement, and, in the interim, draw unemployment or sickness benefits. 
These practices are costing the railroad industry around $12 million per year. 

Furthermore, benefits are never reduced or canceled in cases of fraud under 
the Railroad Unemployment Insurance Act as they frequently are under the 
Federal-State system. 

I sincerely believe that the removal of these inequities from the Railroad Un- 
employment Insurance Act will deprive no one of just benefits, and will definitely 
be in the interest of the industry, its employees, and the public welfare. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washintgon, D.C., February 21, 1959. 
Hon. OREN HarRis, 
Chairman, Committee on Interstate and Foreign Commerce, House of Repre- 
sentatives, House Office Building, Washington, D.C. 

My Dear Mr. CHAInMAN:; This is in reply to your request for the views of the 
Bureau of the Budget with respect to H.R. 1012, a bill “To amend the Railroad 
Retirement Act of 1937, the Railroad Retirement Tax Act, and the Railroad Un- 
employment Insurance Act, so as to provide increases in benefits, and for other 
purposes.” ; 

This bill would liberalize and increase the retirement, survivor, and unemploy- 
ment and sickness benefits, and provide for extended unemployment benefits. It 
would increase railroad retirement taxes and ultimately increase the employer 
contributions to the railroad unemployment insurance account. Also, the bill 
would increase the wage base from $350 to $400 a month (from $4,200 to $4,800 
annually). This latter increase is in line with the 1958 amendments to the Fed- 
eral old-age survivors’ and disability insurance system and was recommended 
by the President in his 1960 budget message. 

In the retirement system, the benefit rates would be raised by 10 percent 
and other substantial liberalizations would be made at a total level premium 
cost of 2.63 percent of payroll according to the Board’s estimate. 

The railroad retirement system is at present confronted with an actuarial de- 
ficiency of 4.18 percent of payroll. Both your committee and the administra- 
tion recognize that this serious deficiency must be remedied if the system is 
to be maintained on a sound reserve basis. Under this bill the additional reve- 
nues which would be provided for the railroad retirement system through in- 
creases in the tax rate and a higher wage base would offset the increase in bene- 
fit outlays and would reduce the actuarial deficit to a 0.60 percent of payroll 
according to actuaries of the Railroad Retirement Board. On the basis of their 
estimates, this would go far toward making the railroad retirement system 
self-financed. 

The estimated reduction in the actuarial deficiency from 4.18 percent to 0.60 
percent, however, is based upon many assumptions including several which 
could turn out to be optimistic. First, the Board’s actuaries estimate that as a 
result of the financial interchange with the old-age survivors’ insurance trust 
fund, the railroad retirement system cost will be reduced by 1.12 percent of 
payroll. The actuaries of the Social Security Administration believe that this 
estimate is high and that probably no net reductions will accrue to the rail- 
road retirement system. Second, the estimate assumes a level annual taxable 
wage base of $5.6 billion. Actual payrolls have been beiow this level. In 1957, 
they were $4.6 billion and in 1958, $4.1 billion. Therefore, there is reasonable 
doubt that the $5.6 billion wage base will be realized. We believe that these are 
points on which the committee might wish to develop further information. 

Aside from the above comments concerning financing of the system, two of 
the bill’s retirement provisions pose problems: 

(1) Under the existing law an individual cannot receive disability benefits for 
any month in which he is paid more than $100 in earnings. Under the bill 
this would be modified so that the disability benefit would be denied for any 
month in which earnings exceed $100 only if his annual earnings exceed $1,200. 
This proposed annual earnings criterion would seriously weaken the existing 
test for determining whether disability continues to exist. Under the proposed 
bill an individual could earn $300 a month for 4 months (which raises a serious 
question as to his continued disability) and still draw his monthly disability 
benefits for the entire year. Under existing law his benefits would be withheld 
for these 4 months. While this annual criterion is found in the old-age and sur- 
vivors’ insurance program, it is not applicable to the disability benefits part 
of that program. Moreover, inasmuch as the railroad program provides bene- 
fits under considerably less stringent conditions in occupational disability cases, 
it would appear most undesirable to weaken the disability test by liberalizing 
the earnings provisions. 

(2) The existing law provides that annuities be based upon either the rail- 
road formula or the old-age and survivors’ insurance formula, whichever yields 
the higher amount. This particularly affects survivor cases, two-thirds of which 
now draw benefits under the old-age and survivors’ insurance formula. These 
bills would provide a 10 percent increase in annuities determined under the 
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old-age and survivors’ insurance formula as well as a 10 percent increase in 
annuities determined under the railroad formula. As the use of the old-age 
and survivors’ insurance formula is designed to assure that railroad benefits 
will not be lower than social security benefits, it is questionable that the bene. 
fit resulting from the OASI formula (which were recently increased by 7 per. 
cent) should be increased when applied to railroad cases. 

Also, proposed amendments to the Railroad Unemployment Insurance Act 
raise important questions: 

(1) The duration of unemployment benefits would be extended from the present 
26 weeks to 39 weeks for employees with 10 to 15 years of service and to 52 
weeks for employees having 15 years or more service. The present maximum 
daily limit on unemployment benefits would be increased from $8.50 to $10.20 
with corresponding increases in the relationship to gross pay from 60 percent 
to 70 percent. 

The President has urged the States to improve the duration and amounts of 
benefits paid under the States unemployment compensation programs. His 
1959 Economic Report states “benefits should be raised so that the majority 
of covered workers will be eligible for payments equal to at least half of their 
regular earnings; and the maximum duration of benefits should be lengthened 
to 26 weeks for any person who qualified for any benefits and who remains 
unemployed that long.” The existing provisions of the Railroad Unemployment 
Insurance Act meet the above criterion. The proposed increases should receive 
the most careful scrutiny, since they involve broad questions of social policy, 

In addition to the fundamental question of relationship to the basic unem- 
ployment insurance system which needs thorough consideration, the proposed 
extended weekly benefits could impair incentive to move into other lines of work. 
This would seem to be an undesirable consequence in view of the fluctuating 
railroad employment situation. Similar impairment might result from the pro- 
posed benefits inasmuch as the level of compensation could, in many cases, be 
substantially in excess of 70 percent when related to take home pay. These pro- 
posed liberalizations on unemployment insurance are estimated by the Railroad 
Retirement Board to account for a significant part of the increased cost and the 
required increased employer contributions rate. It also appears likely, that the 
maximum tax rate of 3% percent specified in this bill, will fall short of covering 
the cost of these benefits. 

(2) The bill would virtually eliminate any waiting period for unemployment 
benefits. An individual would be entitled to benefits even though he was out of 
work for only 1 day. Experience has shown that there are significant reasons for 
a waiting period. It is not necessary to compensate every small case of wage 
loss which is often attendant upon normal and smooth adjustments between 
labor demand and supply. Few eligible workers lack sufficient funds to tide them 
over for a few days of unemployment. In addition, the waiting period minimizes 
administrative costs involved in processing and paying very small claims, and 
serves to conserve the fund so that it can be used for benefit payments for more 
significant unemployment risks. 

(3) Unemployment compensation benefits are designed to offset current loss of 
income due to unemployment, not to reimburse for prior losses. This principle 
is violated by the proposed temporary extended benefits, which would provide 
benefits in the future to an individual who had days of unemployment between 
June 19, 1958, and April 1, 1959. The principle is again violated by provisions 
of the bill which would make all proposed benefit increases retroactive to June 
30, 1958. 

The above provisions, in our opinion, should receive the most careful scrutiny 
because they involve serious questions of social policy and possible precedents 
for other programs. The additional costs of these benefits should also be con- 
sidered in relation to the pressing problem of assuring a sound financial base for 
existing benefits. 

Altogether, the proposed benefit liberalizations, when added to the needed 
steps which these bills take toward elimination of the present serious financial 
deficiency in the railroad retirement system would entail a substantial increase 
in railroad retirement and railroad unemployment taxes. The immediate effect 
of these bills would be to raise the railroad retirement rate to 13% percent and 
the unemployment rate to 3% percent, or a combined total of 17 percent of 
covered payroll—6% percent on workers and 1014 percent on the carriers. By 
1969, the railroad retirement tax rate would rise to 18 percent, thus leading to a 
combined total of 21144 percent of covered payroll—9 percent on employees and 
121% percent on the employers. These rates would compare with the present rail- 
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road tax rate of 12% percent and unemployment rate of 3 percent, a combined 
total of 154% percent—6% percent on workers and 9% percent on the carriers. 
The desirability and feasibility of the proposed substantial liberalization in 
penefits for railroad workers in this industry at these payroll tax rates must, 
of course, be judged in terms of the industry’s long term prospects and its 
competitive position with other forms of transportation. The sharp: tax inetease 
necessary to pay for the liberalizations over the next decade, would present a 
grave problem for the railroad industry—an industry which is already receiving 
emergency financial aid from the Government under legislation enacted in the 
85th Congress. 

The impact on the employees would also be substantial and has led to legisla- 
tion being introduced to obtain exemptions of employees’ contributions from 
Federal income tax provisions. In the 1960 budget message, the President opposed 
changing the status of such contributions for Federal income tax purposes. 

In summary, enactment of legislation to place the railroad retirement system 
on a sound and fully self-financing basis and to increase the level of wages 
eovered under the system was recommended by this administration. While 
H.R. 1012 would make a useful contribution in this direction, it incorporates 
substantive provisions affecting both railroad retirement and railroad unemploy- 
ment benefits which we believe are questionable. The proposed liberalizations 
would also create a financial problem in the railroad unemployment program. 
Accordingly, the Bureau of the Budget would strongly recommend against enact- 
ment of H.R. 1012 in its present form. 

Sincerely yours, 
PHILLIP S. HUGHEs, 
Assistant Director for Legislative Reference. 


U.S. DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 9, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. House of 
Representatives, Washington, D.C. 


DEAR CONGRESSMAN Harris: This is in further reply to your request for 
comments on proposals to amend the Railroad Retirement Act and the Railroad 
Unemployment Insurance Act. Since H.R. 1012 and H.R. 1013, identical bills, 
appear to be the most comprehensive of the proposals on this subject pending 
before your committee and to embody many of the provisions contained in the 
other bills, we will relate our comments to these bills. 

The proposed increase in the wage base from $4,200 to $4,800 for tax and bene- 
fit computation purposes under the Railroad Retirement Act would carry out a 
recommendation made by the President in his 1959 budget message. This in- 
crease Which would bring the wage base of the railroad retirement program in 
conformity with that of the old-age and survivors’ insurance program under the 
Social Security Act, is fully supported by equitable considerations. 

The President has also urged the Congress to place the railroad retirement 
system on a sound actuarial basis. As pointed out in his budget message, recent 
studies show that the system is incurring a substantial actuarial deficit. The 
most recent actuarial valuation of the railroad retirement account shows that 
the deficit is 4.18 percent of taxable payroll, or about $213 million a year. 
Officials of the Railroad Retirement Board have estimated that the enactment of 
these proposals would reduce this deficit to 0.6 percent of taxable payroll or 
about $34 million a year. Although the deficit is on an estimated basis and the 
actual future status of the account will likely reflect a variance, it is clear that 
the account would be in a more solvent position under the proposed legislation 
than it is at the present time. In addition, the increased benefits and other 
liberalizations would provide greater economic security for’*workers covered 
under the system. We are in favor of these results. If it is determined that 
the proposals would accomplish these results on a sound basis, we recommend 
that they receive the most earnest consideration in these respects. 

We favor sound improvements in the railroad unemployment insurance system. 
From information available to us, however, it appears that the proposed improve- 
ments would create a deficit in the unemployment insurance account of $25 to 
$75 million by June 30, 1959, notwithstanding the proposed inerease from 3 
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to 3% percent in the maximum tax rate on employers under the law. We 
suggest that the problems of financing the railroad unemployment insurance 
program should be solved before the account starts showing a deficit. 
The Bureau of the Budget advises that they have no objection to the submis. 
sion of this report. 
Sincerely yours, 


JAMES T. O'CONNELL, Acting Secretary of Labor. 


UNITED STATES OF AMERICA RAILROAD RETIREMENT Boarp, 

Chicago, Ill., January 30, 1959, 

Hon. OrEN HARRIS, 

Chairman, Committee on Interstate and Foreign Commerce, House of Repre- 
sentatives, House Office Building, Washington, D.C. 


Deak Mr. Harris: This is a report on the bill H.R. 1055, which was introduce 
in the House of Representatives by Mr. Roberts on January 7, 1959, and which 
was referred to your committee for consideration. ; 

The bill would amend the Railroad Retirement Act of 1937 to provide that 
pensions and annuities under this act would not be considered as “income” for 
purposes of the “income limitations” prescribed by section 422 of the Veterans’ 
Benefits Act of 1957, under which non-service-connected disability pensions are 
not paid to “any unmarried veteran whose annual income exceeds $1,400, or to 
any married veteran or any veteran with children whose annual income exceeds 

2,700.” 

Enactment of the bill would make the present provision of section 20 of the 
Railroad Retirement Act almost wholly nugatory. This section, added to the 
Railroad Retirement Act by Public Law 746, 83d Congress, 2d session, 1954, 
permits any person to waive an annuity or pension to which he is entitled under 
that act, with the main purpose of this provision being to enable the annuitant 
or pensioner, by so waiving, to come within the income limitations specified in 
the veterans’ laws and thereby qualify for a veteran’s non-service-connected 
disability pension. There would, of course, be no need or purpose for any such 
waiver if the bill H.R. 1055 is enacted. 

The elimination of such waivers would cost the railroad retirement system a 
relatively small amount each year, but from an actuarial point of view this 
additional cost would be negligible. 

Otherwise, enactment of the bill would not affect administration of the Rail- 
road Retirement Act or increase the benefits payable thereunder. 

Since the only effect of enactment of the bill would be the incidental one of 
eliminating the waivers referred to above, apart from the small cost to the system 
of this elimination, the Railroad Retirement Board takes no position with respect 
to the proposal. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act have 
been set for February 3, 1959, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that Bureau 
as soon as they are received. 

Sincerely yours, 
HowarD W. HABERMEYER, Chairman, 


VETERANS’ ADMINISTRATION, 
Washington, D.C., February 9, 1999. 
Hon. OREN HARRIs, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

DeaR Mr. Harris: Further reference is made to your request for a report on 
H.R. 1055, 86th Congress. 

The purpose of the bill is to exclude pensions and annuities received under the 
Railroad Retirement Acts of 1935 or 1937 in determining annual income of vet- 
erans seeking pension from the Veterans’ Administration. 

A formal defect is noted. In lines 8 and 9 the bill refers to section 422 of 
the Veterans’ Benefits Act of 1957, which was repealed by section 14(117), 
Publie Law 85-857. Comparable provisions are now contained in 38 U.S.C. 522. 

Under chapter 15, title 38, United States Code, otherwise eligible veteraus of 
World War I, World War II, or the Korean conflict may be paid a pension for 
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permanent and total non-service-connected disability. The pension rates are 

15 per month, or $78.75 if the veteran has received the basic rate for a con- 
tinuous period of 10 years or reaches the age of 65. A rate of $135.45 per month 
js authorized in the case of an otherwise eligible veteran who is, on account of 
age or physical or mental disability, helpless or blind or so nearly helpless or 
blind as to need or require the regular aid and attendance of another person. 
Payment cannot be made if the veteran’s annual income exceeds $1,400 if he is 
unmarried, or $2,700 if married or with minor children. 

Under title 38, United States Code, section 503, certain payments are excluded 
from the computation of annual income for disability or death pension purposes. 
HLR. 1055 proposes to extend the scope of excludable payments insofar as dis- 
ability pension is concerned, by excluding pensions and annuities received under 
the railroad retirement acts. Curerntly, in determining annual income, such 
penefits are considered as income after their cost to the worker (as personal con- 
tributions to the fund) has been recovered by him. This contemplates that the 
entire amount of the worker’s payments following retirement will be applied 
each year to amortize their cost, after which the entire payment will be con- 
sidered as income. 

Congress has also enacted legislation which the Veterans’ Administration does 
not administer but which has an important impact on the annual income pro- 
visions of our disability and death pension programs. Under these laws railroad 
retirement annuitants or pensioners, and others, may waive all or any part of 
their annuity or pension (and revoke such waiver at any time) so as to reduce 
income and thereby qualify for pension benefits. 

In view of the many unknown factors, it is not possible to furnish an estimate 
of the cost of the bill, if enacted. 

This bill, if enacted, would have the effect of permitting veterans ineligible 
for pension benefits because of excess income to become eligible therefor by not 
counting as income money available for their support. The authorization of 
such exclusions would not be in keeping with the basic purpose of the disability 
pension program to assist veterans who are needy, i.e., those who incomes do not 
exceed the limitations prescribed by law. In addition, the bill’s enactment might 
well stimulate requests for similar treatment of railroad retirement payments 
by widows and children seeking non-service-connected death pension from the 
Veterans’ Administration, as well as requests for comparable exclusions by per- 
sons receiving other governmental or private annuities. 

For the reasons indicated, I recommend that H.R. 1055 be not favorably con- 
sidered. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee, and that the 
Bureau concurs in recommending against favorable consideration of the bill. 

Sincerely yours, 
SUMNER G. Wuittier, Administrator. 


U.S. RAILROAD RETIREMENT BOARD, 
Chicago, Ill., January 29, 1959. 
Hon, OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, House Office Build- 
ing, Washington, D.C. 

Deak Mr. Harris: This is a report on H.R. 1374 which was introduced in 
the House of Representatives by Mr. Van Zandt on January 7, 1959, and which 
was referred to your committee for consideration. 

The bill would increase widows’ insurance annuities under the Railroad 
Retirement Act of 1937, as amended, by 20 percent. The bill would not in- 
crease dependent widowers’ annuities. The amendments would be effective 
with respect to widows’ insurance annuities for months following the month 
of enactment of the bill. All recertifications required by the bill would have 
to be made by the Board without application therefor. 

The Board is opposed to the enactment of the bill for the following reasons: 

(1) The bill, if enacted, would increase the cost of the railroad retirement 
system by eight-tenths of 1 percent of payroll, or about $41 million a year. 

(2) The bill makes no provision for financing the additional cost which its 
enactment would entail. 

(3) The railroad retirement system cannot absorb the added cost because 
the seventh actuarial valuation of the railroad retirement system shows that 
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the net level cost of benefits under the act is 16.68 percent of taxable payroj), 
Since the actual tax rate is only 12.50 percent, the present benefit structure 
already imvolves an actuarial deficiency of 4.18 percent of payroll which jg 
equivalent to about $213 million a year on a level basis. 

(4) The effect of the enactment of the bill would be to increase the deficieney 
to 4.98 percent of payroll or approximately $254 million a year. 

The Board, accordingly, recommends that no favorable consideration pe 
given to this bill. 

Inasmuch as hearings on bills to amend the Railroad Retirement Act haye 
been set for February 3, 1959, this report is submitted without prior clearance 
with the Bureau of the Budget. A copy of the report is being forwarded to the 
Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 

Sincerely yours, 
Howarp W. HABERMEYER, Chairman. 


U.S. RAILROAD RETIREMENT Boarp, 
Chicago, Ill., February 9, 1959. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House Office 
Building, Washington, D.C. 


Dear Mr. Harris: This is a report on the bill H.R. 3289, which was introduced 
in the House of Representatives by Mr. Dorn on January 26, 1959, and which 
was referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, in 
the following manner : 

1. Full annuities would be payable after 35 years of service regardless of 
age or at age 60 after the completion of 30 years of service. 

2. An alternative method of computing average monthly compensation for 
service before 1937 would be provided, to be used in cases where it would pro- 
vide a higher monthly compensation than the method now provided. Under 
this alternative method the compensation paid the employee in the 5 calendar 
years (consecutive or otherwise) of the highest earnings before 1937 would be 
used. 

3. The limit on creditable monthly compensation, but not on taxable compen- 
sation, would be raised to $400, but we assume not retroactively. Under pres- 
ent law, the limit is $8300 a month per employee on all service before July 1954 
with a limit of $350 thereafter. 

4. The provision in the present law that if the “monthly compensation” com- 
puted under this subsection is not a multiple of $1, it shall be rounded to the 
next lower multiple of $1, would be eliminated. 

5. The maximum spouse’s annuity payable under section 2(e) of the act 
would be increased 10 percent, so that it would be equal to 110 percent of the 
maximum amount which could be paid to anyone, as a wife’s insurance benefit 
under section 202(b) of the Social Security Act as amended from time to time. 

The Board would be required to recertify all annuities and pensions which 
could be affected by any of the changes specified in the bill. The effective dates 
of the changes proposed are not expressly stated. 

Aside from any other consideration the amendments proposed in the bill would 
ereate administrative difficulties which would be almost insurmountable. First, 
it would be necessary to secure detailed earnings records for service before 1937, 
in order to find the 5 years of highest earnings as adjusted for the increased 
monthly limit on creditable compensation. Second, the Board would be re- 
quired to recertify practically all employee annuities and pensions in force on 
the date of the enactment of the bill. Recertification would also be required for 
large numbers of spouses, joint-and-survivor, and survivor insurance annuities. 
All this would impose enormous burdens upon the Board and upon employers 
as well. Also, of course, in a large number of cases, old payroll records may no 
longer be available. 

The Board is opposed otherwise to the enactment of the bill for the following 
reasons: 

1. The bill, if enacted, would increase the cost of the railroad retirement sys- 
tem by about 3.1 percent of payroll, or $158 million a year. 

2. The bill makes no provision for financing the additional cost which its 
enactment would entail. 
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3. The railroad retirement system cannot absorb the added cost because a 
recent actuarial estimate shows that the net level cost of benefits under the 
act is about 16.68 percent of taxable payroll. Since the actual tax rate is’ only 
12.5 percent, the present benefit structure already involves an actuarial de- 
ficiency of 4.18 percent of payroll, which is equivalent to about $213 million a 
year on a level basis. 

4, The effect of the enactment of the bill would be to increase the deficiency 
to about 7.3 percent of payroll or $370 million a year. 

The Board, accordingly, recommends that no favorable consideration be given 

this bill. 
siemens of the special request for an immediate report on the bill, this re- 
port has not been cleared with the Bureau of the Budget. We are, however, 
forwarding to the Bureau today a copy of the report and we will inform the 
committee promptly of any comments by the Bureau. 

Sincerely, 
Howarp W. HABERMEYER, Chairman. 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago, Ill., February 10, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 


Deak Mr. Harris: This is a report on the bill H.R. 3478, which was in- 
troduced in the House of Representatives by Mr. Lane on January 27, 1959, and 
referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act of 1937, as amended, by pro- 
viding that an employee who terminates his railroad employment and is not 
entitled to an annuity under section 2(a) of the act shall, upon application, be 
paid back, in a lump sum, with interest, the amount of all taxes paid by him 
under the Railroad Retirement Tax Act. Such railroad employment would not 
thereafter count toward benefits under either the Railroad Retirement Act or 
the Social Security Act. 

The Board is opposed to the enactment of the bill for the following reasons: 

1. Refunds of employee contributions are contrary to universally accepted 
principles of social insurance. One of the basic features of a social-insurance 
system is compulsory coverage which does not permit an individual to withdraw 
from membership and thereby forfeit valuable benefit rights. 

2. The option to receive a refund of retirement taxes would induce many 
railroad employees to make a choice which could prove to be unwise and which 
they would later regret. Such employees would not have the right to rectify 
their mistake, since the bill makes no provision for employees to repay the 
amount received and thereby reinstate their credits under the Railroad Retire- 
ment Act. It should be noted that the employee would not only forfeit his 
credits under the Railroad Retirement Act but also would in effect waive his 
seniority rights to return to railroad work. 

8. The right of employees withdrawing from the railroad industry to a refund 
of their retirement taxes might create a precedent for extending the same right 
to other groups of employees. Furthermore, the refund of employee taxes would 
raise the question of equal treatment for employer contributions with respect 
to the same individuals. While the provisions of the bill itself do not present 
any serious threat to the financial soundness of the railroad retirement system, 
an extension of its provisions to cover employer taxes would seriously affect 
its financial conditions. 

4. The administration of the refund provisions of the bill would involve a 
great deal of correspondence and lengthy computations. This would add con- 
siderably to the already heavy administrative duties of the Board. 

The Board, accordingly, recommends that no favorable consideration be given 
to this bill. 

Inasmuch as further hearings on bills to amend the Railroad Retirement Act 
have been set for February 16, 1959, this report is submitted without prior 
clearance with the Bureau of the Budget. A copy of the report is being for- 
warded to the Bureau of the Budget teday and you will be informed of the views 
of that Bureau as soon as they are received. 

Sincerely yours, 
Howarp W. HABERMEYER, Chairman. 
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The Cuatrman, I observe a number of our new colleagues present 
with us today. At this time I am glad to recognize a member of this 
committee who is always very active in these matters, who wishes to 
make a statement for the record, Mr. Friedel. 


STATEMENT OF HON. SAMUEL N. FRIEDEL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MARYLAND 


Mr. Frreper. Mr. Chairman and members of the committee, | 
appreciate very much the opportunity to speak before this great 
Committee on Interstate and Gasca Commerce—on which I have 
had the honor to serve—in behalf of two bills which I have introduced 
dealing with amendments to the Railroad Retirement Act now pend- 
ing before the committee. 

My first bill is H.R 765. It is identical with H.R. 6337, which ] 
introduced in the first session of the 85th Congress. It provides that 
a survivor of a deceased railroad employee who is receiving a survivor 
annuity under the Railroad Retirement Act would be permitted to 
earn not exceeding $1,800 a year without losing his monthly survivor 
benefit. The present earnings limitation for survivor annuities is 
$1,200 in a taxable year. If an annuitant earns more than $1,200 in 
a taxable year his monthly survivor benefit is suspended for 1 month 
for every $80 or fraction of $80 which he earns in excess of the $1,200 
ina year. This restriction applies only to beneficiaries under age 79, 

The $1,200 yearly earnings limitation on survivor annuitants was 
enacted in 1954 and became effective on January 1, 1955. In view of 
the increase in the cost of living which has occurred since that time, 
and in view of the increases in wage scales which have occurred, I 
believe it is only fair to increase this earnings limitation to $1,800 
a year. 

The cost of this amendment to the railroad retirement system is 
relatively insignificant, averaging approximately $2.5 million a year. 
The benefits to be derived from this amendment by the widows of 
deceased railroad workers is very large. . These widows need the few 
extra dollars they can earn in outside employment. They should 
not be penalized by depriving them of a widow’s benefit simply 
because they earn more than $1,200 a year. There is no earnings 
limitation at all on the retired railroad worker provided he does not 
go back to work for a railroad or for the last nonrailroad employer. 

I believe that my proposal to increase the earnings limitation to 
$1,800 a year is eminently fair and I hope that this committee will 
give favorable consideration to H.R. 765. 

My second bill, Mr. Chairman, is H.R. 3166. It is identical to your 
bill, H.R. 1012. In view of the excellent summary which you have 
already made of H.R. 1012 in your opening remarks it is needless 
for me to repeat a summary of the provisions of this bill. The 10 
percent increase in retirement and survivor benefits which it provides 
and the increase in unemployment insurance benefits which it also 
provides, are very much needed by these groups of beneficiaries. 
They got no increases in benefits last year, whereas social security 
beneficiaries did get an increase. I am also happy to say that pro- 
visions are contained in this bill which provide for adequate financing 
of the proposed benefits. Enactment of this bill will place the rail- 
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road retirement system in an actuarially sound condition. I hope 
that this committee will give favorable and prompt consideration to 
this legislation. ; 

I thank you for the opportunity to present this statement. 

The CHarrMaN. I observe the presence of Mrs. Church, our col- 
Jeague from Illinois. Mrs. Church, we will be glad to hear from you 
and welcome you to this committee. 


STATEMENT OF HON. MARGUERITE STITT CHURCH, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF ILLINOIS 


Mrs. Cuurcu. I thank you very much. I am happy to come before 
this great and honorable committee, I might say, Mr. Chairman, and 
Lappreciate your kindness in letting me speak this morning in behalf 
of H.R. 735, a measure which I have recently introduced. Knowing 
how many are present who wish to testify on other matters of major 
significance, my testimony will be brief and succinct. 

.R. 735 is a duplicate of H.R. 11657, introduced by me in the last 
Congress as part of a three-fold attempt to abolish the unjust dis- 
crimination placed upon women workers under the U.S. Civil Service 
Retirement Act, the Social Security Act, and the Railroad Retirement 
Act of 1937, as amended. 

Admittedly, my interest in the subject was first aroused through 
what actually was a casual reading of the folder describing the U.S. 
civil service retirement system as it affected congressional retirement. 
I was then shocked to find the first discrimination, legal or otherwise, 
against women Members of Congress that I had encountered. The 
fact that such discrimination was, in fact, legalized discrimination, in 
my mind, made matters worse. I could only believe that it was 
through inadvertence that other Members of the House of Represent- 
atives were inflicting hardship on women Members who, in good 
faith and with equal assumption of responsibility, were serving on 
purportedly equal basis with their male colleagues. 

I found, however, on further study, that such discrimination ex- 
isted not only in the civil service retirement system but also in the 
Social Securiy Act and in the Railroad Retirement Act. This dis- 
criminaion, in all three instances, is the same. The identical principle 
and restriction with regard to the three retirement systems can per- 
haps most quickly be expressed by reading from section VI of the 
certificate of congressional membership in the U.S. civil service re- 
tirement system, as follows. 

Mr. Chairman, I am taking your time to give you the picture be- 
cause the illustration from any one of the retirement systems illus- 
trates the wording and the purport of the others. 

Section VI: 

ANNUITIES TO SURVIVORS OF MEMBER 

aon annuity to widow.—A widow, to qualify for a survivor annuity, 

must— 


(a) have been married to the Member for at least 2 years immediately 
preceding his death; or 
(b). be the mother of a child born of her marriage to the Member. * * * 
a annuity widower—A widower, to qualify for a survivor annuity, 
must— 
(a) have been married to the Member for at least 2 years immediately 
preceding her death ; or 
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(b) be the father of a child born of his marriage to the Member— 
The two sections being identical to that point. 
i 9 ; ” a 
és ‘Sieabtlite im of the Member’s death be incapable of self-support because 
(d) have received more than one-half his support from the Member. 

In other words, women—under the civil service retirement system 
the social security system, and the railroad retirement system—ac. 
tually pay into each retirement fund the same amount as do men; but 
the benefits are far from equal. A man, from whose monthly salary 
a certain payment is withheld, can, upon his retirement, after appro- 

riate designation, direct that when he dies a certain monthly annuit 

made to his widow merely on the basis that she is a widow and quali- 
fies as described above. A woman Member, from whose monthly 
salary an identical amount is withheld, finds her benefits limited, how- 
ever, in that upon her retirement, even though she might like to make 
identical appropriate designation, a monthly annuity—equivalent to 
that allotted to the widows of her male colleagues—can only be paid 
for her husband if he is incapable of self-support because of disability 
and has received more than one-half of his support from his wife. — 

It is difficult for me to believe that. the Congress ever intentionally 
voted such discrimination as regards its own Members. I would 
equally hold, in the spirit of fairness, that the Congress would not 
intentionally continue, either for its own Members or for other women 
equally affected under the other two acts, this grievous injustice. Fail- 
ure to rectify this discrimination would only indicate that even by the 
Congress of the United States, women are still regarded in some re- 
spects as “second class citizens,” 

It might be well at this point to discuss the actual provisions of the 
Government-administered Social Security and Railroad Retirement 
Acts as they deal with this matter. 

Under the Social Security Act, for instance, the widow is entitled 
to receive three-fourths of the primary insurance amount of her de- 
ceased husband if she qualifies under the definition of a widow. The 
widower, also is entitled to three-fourths of the primary insurance 
amount of his deceased wife if he qualifies under definition of widower 
but with the added stipulation that he must have been receiving— 
at least one-half of his support, as determined in accordance with regulations 
prescribed by the Secretary, from such individual at the time of her death 
and filed proof of such support within two years of such date of death, or was 
receiving at least one-half of his support, as determined in accordance with 
regulations prescribed by the Secretary, from such individual, and she was 4 
currently insured individual, at the time she became entitled to old-age insur- 


ance benefits and filed proof of such support within 2 years after the month in 
which she became so entitled. 


Under the Railroad Retirement Act, as amended in 1951, an annuity 
for husbands and wives of annuitants, and for widowers, was similarly 
provided. As stated above, the Social Security Act already contained 
provisions for similar benefits which were, and still are, conditional 
upon the dependency of the husband or widower on his wife, which 
must be established by proof that he was receiving at least one-half 
of his support from her when her benefits begin to accrue or at death. 
The inclusion of these benefits in the railroad retirement system with 
the similar conditions for eligibility results in conformity with the 
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social security system in this respect. The Railroad Retirement Act, 
therefore, in providing for annuities of husbands and wives and 
widowers so followed the provisions set up by the Social Security 
Act that every woman covered by the act is regrettably subject to the 
same grievous injustice. ; 

I have, therefore, introduced, in order to provide equality of treat- 
ment for husbands and wives and widows and widowers, under all 
three acts, the following measures: 4 

H.R. 735—To amend the Railroad Retirement Act of 1937 to elim- 
inate the requirement that a husband or widower have been dependent 
upon his wife in order to qualify for a spouse’s or widower’s annuity 
on the basis of her wage record ; 

H.R. 736—To amend the Civil Service Retirement Act to provide 
equality of treatment with respect to widows and widowers under 

ch act; 

“ILR. 137—To amend title IL of the Social Security Act so as to re- 
move the limitation upon the amount of outside income which an in- 
dividual may earn while receiving benefits thereunder. 

It is on H.R. 735, referred to our committee, that I appear this 
morning. This bill merely seeks to amend the Railroad Retirement 
Act with respect to annuities accruing after the date of enactment so 
that husbands of annuitants would be eligible for a spouse’s annuity 
and widowers would be eligible for a widower’s annuity, based on 
their wife’s employment without the present condition requiring that 
they have received at least half of their support from their wife. 

It is my earnest hope that this thouhtful and experienced commit- 
tee will give careful study, on the basis of justice, to the proposal 
that women workers under the railroad retirement system, required 
by law to pay the same amount as men workers, be given the same 
benefits. 

On this basis of justice, there can be no adequate denial of their right 
to receive equal benefits. On the basis of equity, there seems no ground 
whatsoever for the collection of equal payments from men and women 
workers, if benefits therefrom are not identical. 

When I first began this study, I tried sympathetically to find the 
original reason for ever writing such discrimination into law. I have 
been told by one of my colleagues that: “It was probably a matter of 
dollars and cents. To extend the right to women to have their hus- 
bands receive monthly annuity benefits would add too great a finan- 
cial burden on the social security and other parallel Government- 
administered retirement systems.” 

I was amazed to find last year that the Railroad Retirement Board, 
in reporting back to the Committee on Interstate and Foreign Com- 
merce, sent a negative report on H.R. 11657—identical with the pres- 
ent: bill—on the single stated ground that passage of such legislation, 
to remove inequity, would prove more expensive. 

The report from the Board then stated: “We estimate that the 
additional cost of the amendments proposed in H.R. 11657 would 
come to about 0.1 percent of payroll or approximately $5 million a 
year on a level basis. This would increase the deficiency from 3.20 -to 
3.30 percent of payroll or from $170 million to $175 million a year. 

In the report, the Board does go on to state that there are “other 
important reasons” for their opposition, but none were stated. The 
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only reason actually mentioned was the additional cost that would 
be incurred. 

I cannot believe that such opposition is tenable in the face of the 
hardship and inequity now being wrought by the present system, |] 
refuse to admit that in this enlighted era even economy of one-tenth 
of 1 percent is adequate reason for discrimination of this nature, If 
it be the only reason, it certainly is not an adequate one for the US. 
Government to continue a system under which it collects identical} 
amounts from men and women while granting unequal benefits ac. 
cording to the sex of the payee. If the award of benefits to widowers 
is to be determined only by the criteria of expense, it would at least 
be more logical to put the entire system on this basis and deny to 
the men workers the right under discussion, though I am not suggest- 
ing that that be done. It would be similarly more logical to make 
the criteria of “need” the determining factor for all recipients, if 
equal rights cannot be given to both men and women, for if the idea 
is to save money you would save more money by removing this bene- 
fit now given to the male worker. I prefer granting the same right 
of designation to both men and women workers. 

It might even be suggested that the entire system should be put on 
an actuarially sound basis. 

There is, however, Mr. Chairman and members of the committee, 
another compelling reason for removing this inequity; namely, the 
very economics of our present-day situation wherein the cost of living 
on all counts has caused women to share the load of family support. 
It cannot longer be argued—as once was perhaps contended—that 
women work just because they want to and that women as a whole can 
be assumed to be the “protected” member of the family; and that a 
husband, therefore, deprived both of his wife and her earning ca- 
pacity, may reasonably be expected to take on the full load of per- 
sonal and family support. 

Such an argument, even if tenable at any time in the past, is now 
definitely outmoded for the average American family. I would like to 
go on record as stating that I personally know that the happiest life for 
@ woman remains and will always be a life within her own home, 
taking care of her own family, and providing for her children the 
care and affection that only a mother can give. I recognize, however, 
and ask the committee to recognize, that in hundreds of thousands of 
cases in this country there has grown up an actual need for women to 
contribute to the support of their families. We are now living ata 
time and stage of civilization where women are employed as a major 
and, in fact, essential working force in this country. 

In evidence of this, a recent report made by the U.S. Bureau of 
Census reveals that about 28 percent of all married couples (both 
husband and wife) were working in the spring of Se 
an increase from the end of World War II; when the proportion ha 
then already risen to 20 percent. 

On checking yesterday with the Women’s Bureau of the Depart- 
ment of Labor, I found that the breakdown of figures for the entire 
labor force of women for March of 1958 was as follows: Of the 22 
million’ women in the labor force, 13 million were married and 
11,800,000 were living with their husbands; 3,714,000 were married 
women with children between 6 and 17; and 2.4 million were married 
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women with children under 6. It is further interesting to note, even 
if not completely relevant, that there are now approximately 2 million 
women working who are actually supporting a household. 

What is immediately relevant is that the Railroad Retirement Board 
states that in 1957 approximately 98,000 women performed railroad 
service and were, therefore, covered under the Railroad Retirement 
Act. It has been impossible to ascertain the proportion of these women 
so covered who are married and who have, out of need, been con- 
tributing to the support of their husbands and families. My personal 
investigation in 1957, however, of the family budgets and circum- 
stances of the postal employees in the many post offices in my large 
district showed a tremendous percentage of families, which, without 
the earnings of the wife and mother, could not, in any sense, meet the 
cost of living. I am sure that, if available, the facts regarding 
married women covered by the Social Security Act, the Railroad Re- 
tirement Act, and the Civil Service Retirement Act would sustain my 
conviction that the earnings of married women workers, in large pro- 
portion, are essential for adequate family support. 

I would like to stress an additional area of distress under the present 

rovision. In the same way that the death of a husband or a father 
vefinitely cuts the income and possibilities for comfort or advancement 
for his entire family, so, in countless instances, the death of a wage- 
earning mother not only removes her maternal services and love, but 
deprives her family of a large measure of the support on which the 
husband and the family have come to count. 

In addition, in the case of small children, the same hired super- 
vision and care previously provided for the children, in order that 
the mother might do her necessary outside work, must now be pro- 
vided by the father alone, in order that he may keep up his own 
wage-earning activities. Now, it is true that there is at present a 
provision in the Railroad Retirement Act whereby monthly benefits 
can be paid to gene children upon the death of a mother who 
has been completely or partially insured under the act—but such pro- 
vision in no sense caeiale benefits now available under the same law 
toa widow and her children. 

In summary, then, my plea for needed remedy through the pro- 
posed legislation is basically a plea for justice and against the dis- 
crimination by which, I repeat, a woman who pays the uniform rail- 
road retirement requirement receives less benefit on the ground that 
she is a woman. It is basically a plea, also, for the economic help 
of the family where a removal of the income of the mother provides 
definite insurmountable hardship. 

I would reiterate, on the basis of both justice and need, that the 22 
million working women of this country are entitled to equal survivor- 
ship benefits. It cannot be denied that those among this group covered 
by the Railroad Retirement Act, the Social Security Act, and the 

ivil Service Retirement Act do pay in, out of their salary, amounts 
equal to the penny to that paid by men workers. It cannot be denied 
that under the present acts governing the same, these women who 
pay equal with men are receiving unequal benefits. This is a situa- 
tion inimicable to the best interests of their families and basically 
discriminatory and unjust. 
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Women the country over, therefore, whether employed or not 
would welcome the removal of the discrimination now existing in the 
three retirement systems. : 

I would respectfully ask that this great committee look into this 
situation with the interest, sympathy, and high sense of justice with 
which it has reviewed and solved so many of our basic economic and 
social problems. 

I would respectfully hope that the principle and the provisions of 
H.R. 735 might be embodied in any amendments that may be written 
into the Railroad Retirement Act in this session. 

Thank you. 

The Cuarrman. Mrs. Church, thank you for your interest in this 
subject and for your statement to the committee. 

Mr. Sprincer. Mr. Chairman. 

The Cuarrman. Mr. Springer. 

Mr. Sprincer. I want to compliment the distinguished gentlelady 
from Illinois. I know the long interest that she has ‘had in this sub- 
ject of nondiscrimination and no one I know of in the House has done 
a better job of putting it as forcibly and as well as she has. I would 
like to ask this one question, and I will admit that I could not quite 
hear everything because of a little noise that was going on. 

Did I understand the gentlelady to say that there were 98,000 wo- 
men in the railroad retirement fund that were affected by this par- 
ticular act? 

Mrs. Cuurcu. That is the figure, I would say to the distinguished 
gentleman from Illinois, that was given me for women under the rail- 
road retirement system in 1957. 

Mr. Sprincer. Were they employees of the system? Do I under- 
stand you correctly on that ? 

Mrs. Cuurcnu. That is my understanding. 

Mr. Sprrncer. And would be always subject to the retirement pro- 
visions of the act ? 

Mrs. Cuvrcn. That is right. 

Mr. Sprtncer. Thank you, Mr. Chairman. 

The Cuamrman. Thank you, Mrs. Church. 

Before we call another colleague I observe that we have a distin- 
guished group visiting this committee. We are always happy to wel- 
come visitors to the committee. I am informed that our visitors come 
from the great State of Kansas out in the Middle West. I think we 
should give our colleague Mr. Avery, who comes from that great State, 
an opportunity to introduce representatives of this fine group of 
young students who are here with us. 

Mr. Avery. 

Mr. Avery. Thank you, Mr. Chairman. As our chairman stated, 
this is an outstanding group. I noticed they were outstanding as they 
came through the door and it came as no surprise to me to find out 
they were from Kansas. I regret I cannot say they come from my 
congressional district but, nevertheless, we are extremely proud to 
have them here. It isa group of young members of the Church of the 
Brethren attending a seminar here in Washington, and their chaperon 
is Lloyd Runyon and he is from Nickerson, Kans. That is in Con- 
gressman Breeding’s district out in the flat plains of Kansas. I want 
to say to the young men and young women that you are extremely for- 
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tunate to be able to visit a committee. I think there is no way quite 
to appreciate democracy any more than to see it in action, and this 
committee here this morning is probably as typical of democracy in 
action as anything you can see. There is more government transacted 
in the various committees of the House, probably, than there is on 
the floor in the House Chamber itself, so you have seen here this morn- 
ing certainly a true cross-section of the way our United States of 
America is governed; and congratulations to you, Mr. Runyon, for 
making the sacrifice and bringing these young men and women to our 
committee this morning. I would like to add one more thing. 

I asked Mr. Runyon whether he was a minister or a teacher. He 
said, “No, just a farmer.” I wish he would paraphrase that a little 
differently because I do not like to have any reflection upon that, my 
profession, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Runyon. We extend 
to you and those with you a cordial welcome to the committee’s hear- 
ing this morning. We hope you will stay with us as long as your 
time will permit. 

We are glad to welcome to this committee our colleague from Ala- 
bama, Mr. George Grant. Mr. Grant was here to express his interest 
in the legislation and he may have permission, of course, to extend 
his remarks at this point in the record, if he wishes. 

We are also glad to welcome to the committee our colleague from 
Pennsylvania, the Honorable James E. Van Zandt. 

Mr. Van Zandt, you have been before the committee on numerous 
occasions expressing your interest in the welfare of the employees of 
the railroad industry. We are glad to welcome you back. 

You may proceed. 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpt. Mr. Chairman, I deeply appreciate the oppor- 
tunity to appear before you and the members of this committee in 
support of bills I have introduced to amend the Railroad Retirement 
and the Railroad Unemployment Insurance and Railroad Retire- 
ment Tax Act. 

The legislation has been introduced by me in previous Congresses 
and has the support of many individuals and groups among the rail- 
road population of my congressional district in Pennsylvania and 
of the Nation. 

The bills are as follows: H.R. 970 provides retirement on full an- 
nuity at age 60 or after serving 30 years, and further provides that 
such annuity shall be not less than one-half of the individual’s aver- 
age matty compensation for the 5 years of highest earnings, and 
so forth. 

H.R. 971 provides that an annuitant be permitted to continue to 
perform compensated service for the outside employer by whom he 
was last employed before his annuity began to accrue. H.R, 971 
covers the situation where an employee about to retire is required 
to resign a clerical position with a church, civic, fraternal or social 
organization. 
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H.R. 972 repeals the prohibition against the payment of both earned 
social security benefits and spouse benefits under the Railroad Retire. 
ment Act. At the present time a spouse entitled to earned social ge- 
curity benefits is penalized by deductions from the amount payable 
as spouse benefits under the Railroad Retirement Act. 

H.R. 1374 is a bill to provide a 20 percent increase in all widows’ 
annuities. In this connection, the 1956 amendments to the Railroad 
Retirement Act granting an increase of approximately 10 percent did 
not include all persons receiving retirement benefits with the result 
many widows were denied the increase. 

Mr. Chairman, H.R. 1370 and H.R. 1373 represent my version 
of the Harris bill, H.R. 1012, with H.R. 13870 providing for an acrogg- 
the-board increase of 10 percent in railroad retirement benefits and 
H.R. 1373 amending the Railroad Unemployment Insurance Act by 
providing an increase from 130 to 195 the maximum number of days 
of unemployment within a year for which unemployment benefits 
may be paid. The bill also liberalizes other provisions of the Rail- 
road Unemployment Insurance Act and is identical to those pro- 
visions of the Harris bill, H.R. 1012, that affect the Railroad Tn. 
employment Insurance Act. 

I want to go on record at this point of expressing my support of 
H.R. 1012 because I think it is a step in the right direction in recog- 
nizing the urgent need for amending the Railroad Retirement and 
Railroad Unemployment Insurance Acts. I should like to comment 
on H.R. 1012 and mention briefly some of its principal provisions. 

In amending the Railroad Retirement Act, H.R. 1012 will provide: 

(1) A 10 percent increase of all monthly benefits effective January 
1, 1958. 

(2) Female employees with less than 30 years of service or the 
spouse of a retired employee will be able to obtain retirement bene- 
fits at age 62 on a reduced annuity. This option is already in effect 
under the social security system. 

(3) Maximum creditable compensation for determining benefits 
and earnings subject to taxation would be increased from $350 to 
$400 a month for the purpose of broadening the tax base to secure 
the additional revenue alae to pay the cost of the proposed amend- 
ments and to liquidate almost entirely the present actuarial deficit 
in the railroad retirement fund of $213 million. 

(4) With the taxable base of earnings broadened to $400 a month 
or $4,800 annually, the tax rate on employers and employees will in- 
crease January 1, 1959, from 614 percent to 634 percent. On January 
1, 1962, the tax will increase to 714 percent each. 

In the field of railroad unemployment insurance benefits, H.R. 1012 
would provide: 

(1) An increase in daily benefits rates of 50 cents to $1.70 a day 
higher than present rates. 

(2) A new schedule of rates ranging from a minimum daily bene- 
fit of $4.50 for annual compensation of $500 to $699.99 to a maximum 
benefit rate of $10.20 for annual compensation of $4,000 or more. 

(3) Unemployment benefit periods would be extended for em- 
ployees with 10 or more years’ service by 65 to 130 days depending 
upon length of service beyond the 130-day maximum provided in the 
present law. 
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(4) To finance the cost of additional benefits and to take care of the 
current deficiency, the tax base after 1958 would be increased from 
$350 to $400 and the tax rate would be increased so that it would range 
from a minimum of 114 percent to a maximum of 314 percent con- 
tingent upon the balance in the railroad unemployment insurance 
account. Minimum annual earnings needed to qualify for benefits 
would be increased from the present $400 to $500. 

Mr. Chairman, as we all know, the second session of the 85th Con- 
gress increased social security benefits 7 percent effective January 1, 
1959. In addition, for those unemployed whose insurance benefits 
terminated during 1958, an extension of 13 weeks was granted them. 

Therefore, should H.R. 1012 become a law, the 10 percent increase 
in railroad retirement benefits provided for would become effective 
January 1, 1959, and for those unemployed railroaders whose unem- 
ployment insurance benefits terminated in June 1958, they would be 
eligible for benefits from 65 to 180 additional days dependent upon 
length of service. 

The bill actually gives to retired and unemployed railroaders the 
same treatment accorded persons retired under the Social Security 
Act or unemployed under the State unemployment compensation 
laws. 

Mr. Chairman, I should like to dwell briefly on the situation facing 
retired and unemployed railroaders in my congressional district. 

First, from a population standpoint I represent one of the largest 
railroad districts in the Nation. Therefore, I know the full impact 
of the cost of living on retired railroaders as well as the hardships 
of unemployment that exist in the railroad industry. 

It may be of interest to the committee to know that in my home 
town of Altoona, Pa., where there is located the largest railroad shops 
in the world, part of the Pennsylvania system, our peak employment 
in that area back in February of 1951 was 14,361. In August 1958 that 
employment had dropped to nearly 2,000 and on February 1 of this 
year it had increased to 5,300. So it is evident there is quite a dif- 
ference between the 5,300 employed today and the peak employment 
of 14,361 during February 1951. 

Asa result of heavy unemployment my home town of Altoona, Pa., 
has been classified as a distressed area. At the present time, out of a 
labor market of 53,700, 15.1 percent of that or market is unem- 
ployed. There is another railroad area in my district, at Du Bois, Pa., 
the site of the B. & O. Shops. In the DuBois area we are faced with 
a situation similar to Altoona with a great percentage of the em- 
ployees furloughed, many of whom have been unemployed for many 
months. I think that it is an acceptable fact that unemployment 
conditions in the railroad industry are nationwide. Therefore, in 
stressing the urgent need of extending the benefits period for railroad 
unemployment insurance benefits, I wish to call attention to the fact 
that in the three counties comprising my congressional district a 
total of 2,101 employees have already exhausted their eligibility for 
railroad unemployment insurance benefits. 

_ At the present time, 1,048 employees are receiving unemployment 
msurance benefits and of this number 861 will exhaust their right 
before the new benefit year begins on July 1, 1959. At that time it is 
estimated by the Railroad Retirement Board that a total of 1,681 em- 
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ployees in my congressional district will be unable to qualify for rai]- 
road unemployment insurance benefits in the new benefit year because 
they did not earn sufficient wages during the calendar year 1958 to 
qualify for such benefits. 

Mr. Chairman, in reviewing my efforts during my congressional] 
career to give adequate service to constituents affected by the Rail. 
road Retirement and Railroad Unemployment Insurance Act, I have 
been greatly aided by the members and employees of the Railroad Re- 
tirement Board not only at the Chicago headquarters but also at dis. 
trict and regional offices in Altoona, Pa., and Cleveland, Ohio, as well 
as the liaison representative assigned to the Washington office of the 
Railroad Retirement Board. 

In December of last year I visited the headquarters office of the Rail- 
road Retirement Board in Chicago to discuss with the chief execn- 
tive officer cases of my constituents that came under the provisions of 
the railroad retirement and railroad unemployment insurance acts, 
and also to obtain an evaluation of the actuarial condition of the rail- 
road retirement fund and the effect on the fund of legislation that 
has been suggested to me for introduction in this Congress. 

While in Chicago, I also met with members of the Board and some 
of the stafi. I was not only impressed by the way the information I 
requested was readily made available to me, but I was also impressed 
by the keen sense of interest and responsibility those Government em- 
ployees had in administering the provisions of both acts and their 
consciousness of the existing inflationary trend. 

The Board is also well aware of the economic changes that are going 
on in the railroad industry and of the possible effect of such changes 
on operations of the Railroad Retirement Board. With this in mind, 
they are continually reviewing operations to keep expenses at a pro- 
ductive minimum. 

I learned that even before the request of the Bureau of the Budget 
was received requesting that a 2 percent reduction be made in per- 
sonnel expenditures for 1959, steps had been taken to hold employ- 
ment levels well below budget limitations so that there was no prob- 
lem in adhering to the request. 

It was pointed out to me that although the retirement load of the 
Board has increased greatly since the inception of that program in 
1937 and will continue to increase for some years in the future, every 
effort is being made to find new ways of performing necessary services 
to prevent an increase in the present employment levels of the Board 
and if possible to reduce the level of employment. 

This is already reflected by the fact that there were 87 fewer per- 
sons employed on January 1, 1959, as compared with January 1, 1958, 
even though the work volume was substantially increased. 

It is a pleasure to conclude my testimony by paying this well-de- 
served tribute to the members and employees of the Railroad Retire- 
ment Board for the efficient manner in which the administration of 
the railroad retirement and railroad unemployment insurance acts is 
accomplished and at a minimum of expense. 

Such economy of operation is appreciated as efforts are made to 
find means of wiping out the deficiencies in both the retirement and 
unemployment compensation funds and to finance the cost of the 
much-needed amendments to existing laws contained in H.R. 1012. 
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Mr. Chairman, H.R. 1012 is needed and needed badly. It is the 
fervent wish of my constituents who will benefit from its enactment 
that it will become a law at the earliest possible date. 

As I stated previously, the Harris bill, H.R. 1012, contains in one 

ckage the provisions of my bills, H.R. 1370 and H.R. 1373, and 
Folseerely hope the legislation will be enacted as quickly as possible 
and that at a later date the committee will consider the other bills I 
have introduced to amend the Railroad Retirement Act. 

Mr. Chairman, that concludes my statement. 

The Cuarmman. Thank you very much, Mr. Van Zandt. We are 
glad to have your statement on this subject. 

Mr. Rocers of Texas. Mr. Chairman. 

The CHairMAN. Mr. Rogers. 

Mr. Rogers of Texas. Mr. Van Zandt, in your opinion what is the 
primary cause of the unemployment situation 

Mr. Van Zanovr. You are talking now about the railroad industry ? 

Mr. Rogers of Texas. In your district. 

Mr. Van Zanpr. First, it is based on a very sick coal industry, be- 
cause the majority of the freight that originates in my area stems 
from the coal industry. Secondly, unemployment has resulted from 
the revolution that is going on within the transportation industry, 
causing a loss of freight, diversion to other methods of transporta- 
tion, mechanization that has displaced manpower, and the advent of 
the diesel locomotive which has displaced the steam locomotive. 
These are some of the principal reasons why all railroads today find 
themselves confronted with a loss of business operating with less 
manpower through dieselization. 

Mr. Rocers of Texas. You mean, then, that this is, in your opinion, 
a permanent decline? There is no chance of getting employment 
back ? 

Mr. Van Zanovr. Referring to the figures that I mentioned a mo- 
ment ago, the peak of employment in Altoona was in February of 
1951, when we had 14,361 employees. The Pennsylvania Railroad 
at that time was hauling all the freight it could haul and was repair- 
ing locomotives and building new ones, as well as repairing cars and 
building new cars. But today freight traffic has declined with the 
result that the repairing of old locomotives and cars, as well as build- 
ing new ones, has been sharply curtailed. 

Frankly, the business is not there and with shortcuts that are now 
taken in the railroad industry through the use of the diesel locomo- 
tive and so forth, the prospect of ever reaching the 1951 high of 14,361 
jobs in Altoona is naturally impossible. 

The railroad management tells us that employment in Altoona will 
probably level off at about 6,000. It is now 5,300 or within 700 of 
the 6,000. 

Mr. Rocrrs of Texas. Is any of that unemployment in your opinion, 
Mr. Van Zandt, traceable to the decline in passenger service? 

Mr. Van Zanpr. Very definitely so. 

Mr. Rocers of Texas. What percentage of it would you say would 
be chargeable to that ? 

. Van Zanpvrt. First, the number of train-miles has been cut con- 
siderably and while I am not in position to tell you percentagewise 
just what that cut would represent, in diesel locomotives and in equip- 
ment it means quite a lot. The diesels, of course, are hauling freight 
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today, but on the sidings in the Altoona yards you see hundreds of 
assenger cars, sleepers, dining cars, and day coaches that are no 
onger in use. As a matter of fact, over a period of months the Penp- 
sylvania Railroad repaired no passenger equipment whatsoever, but 
used existing equipment and drew on a reservoir of repaired equip- 
ment on hand. The result was that all of the jobs that were related 
to the maintenance of this passenger equipment simply were abolished 
and employees with years of service were without employment. 

Mr. Rocers of Texas. Then if some of that passenger traffic could 
be recovered, you could have a chance of reducing the unemployment 
insofar as that is affected ? 

Mr. Van Zanor. Very definitely so. Starting the first of the year 
the Pennsylvania Railroad began repairs on a schedule of approxi- 
mately 10 passenger cars a month. That meant immediate employ- 
ment for men employed in that department of the railroad. 

Mr. Rocers of Texas. Thank you, sir. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Younger. 

Mr. Youncer. Mr. Van Zandt, you have given quite a study to this 
problem. What are the reasons that the Federal Government ought 
to continue to handle this retirement? Why cannot it be handled 
like the retirement of General Motors, or steel, or other private retire- 
ment funds? 

Mr. Van Zanovr. This is a very unique retirement system. The sys- 
tem itself was conceived by railway employees and railway manage- 
ment and they in turn approached the Federal Government through 
the Congress and asked that the necessary laws be written so that the 
Government would simply manage or administer the system. There- 
fore, railroad retirement is a system that railroad management and 
railroad employees themselves wanted. Suggestions have been made 
from time to time that it be absorbed by social security. I know that 
the railroad employees through their respective labor organizations 
(and I am a furloughed employee myself), will continue to resist any 
effort to have the railroad retirement system absorbed by social se- 
curity. We look at railroad retirement as being a unique system since 
we are paying for it and hence we receive benefits that are not paid 
to recipients of social security benefits. 

Mr. Youncer. I mean to handle the retirement benefits over and 
above the social security by employees and the employers just like is 
done in the other large industries. 

Mr. Van Zanpr. Are you talking about a supplemental pension! 

Mr. Youncer. Yes. 

Mr. Van Zanpt. If I recall correctly, firms in the steel industry aug- 
ment the social security benefits by a supplemental pension and so 
does the United Mine Workers. That is a matter that would have to 
be worked out, as I understand it, between the representatives of rail- 
way labor and railway management. In some instances the railroads 
do have a supplemental system—I know they do on the Pennsylvania 
system, where it is possible for an employee to buy additional retire- 
ment benefits. 

Mr. Youncer. That is all. 

The Cuarrman. Mr. Mack. 

Mr. Mack. I just wanted to see if I understood that reply to Mr. 
Rogers. Did you say you thought it would level off at about 5,000? 

Mr. Van Zanvt. 6,000. 
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Mr. Mack. You do not have 6,000 people employed there ? 

Mr. Van Zanpr. At the present time we have 5,300. 

Mr. Mack. Do you not think that the opening of the St. Lawrence 
Seaway will adversely affect employment in your area or in the gen- 

Jarea ¢ 
oir. Van Zanvt. Yes, I do. I think that the bottom of the barrel 
is yet to be reached as far as this situation is concerned with respect to 
the railroads. I think when the St. Lawrence Seaway opens up traffic 
that the freight the Pennsylvania carries from the ports of Baltimore 
and Philadelphia and New York, and what comes through the Boston 
and New York gateways, will be diverted to steamers that will deliver 
the cargo to Great Lake ports. This means that the Pennsylvania 
Railroad will have lost that cargo. 

I also think that some of the wheat now being hauled by the rail- 
roads will be diverted to steamship and likewise ore and coal. I have 
tried to establish a figure and the best estimate that can be agreed to. 
is about 15 percent. However, I am informed that it is the consensus 
of opinion among leaders in the transportation field that the amount 
of freight diverted from the railroads to ships is contingent on the 
tolls levied against foreign-flag ships for the use of the St. Law- 
rence Seaway. 

In other words, the St. Lawrence Seaway could take 15 percent or 
more of the cargo now carried by the railroads in eastern United 
States. 

Mr. Mack. Then it would be very difficult to continue to increase 

our employment, in this area especially, in view of the fact that the 

t. Lawrence Seaway is opening up. 

Mr. Van Zanvt. That is right. We are going to be very fortunate 
in Altoona if we level off at 6,000 and the only reservation I would 
make is in the event of a national emergency, which, of course, could 
make it possible that we go beyond 6,000. 

The Cuarrman. Mr. Avery. 

Mr. Avery. Mr. Chairman, I would like to ask our colleague from 
Pennsylvania just one question : 

Mr. Van Zandt, that question would be in your second bill, H.R. 
1373, I believe, dealing with the unemployment insurance. You are 
aware that the provisions of your bill, assuming they are identical to 
H.R. 1020 in that section, inject a whole new theory into unemploy- 
ment insurance, whereas unemployment insurance benefits are ex- 
tended and they are based on seniority. 

Mr. VAN Zanvr. Yes. 

Mr. Avery. Are you in full support of that concept ? 

Mr. Van Zanvt. Yes, I am. 

_ Mr. Avery. Even though it is a departure from the unemployment 
insurance concept that we have accepted now for 25 years? 

Mr. Van Zanvr. The provisions of H.R. 1373 are incorporated in 
7 provisions of H.R. 1012 and I am in wholehearted support of H.R. 

Mr, Avery. You feel that is economically sound ? 

Mr. Van Zanpr. I think it is economically sound. I think that we 
have to take into consideration management as well as employees and 
T have done that and I think it is economically sound. 

Mr. Avery. That is all, Mr. Chairman. 
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The Cuarrman. Thank you, Mr. Van Zandt, for your statement, 

Mr. Van Zanvt. Thank you. 

The Cuarrman. At this time I would like to recognize a member of 
this committee, Mr. Rhodes, for the purpose of introducing a dis. 
tinguished visitor we have with us today, and also for a brief statement 
on the legislation. 


STATEMENT OF HON. GEORGE M. RHODES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Ruopes. Thank you, Mr. Chairman, and my colleagues on the 
committee. I want to introduce the distinguished Mayor of our city 
of Reading, Daniel A. McDevitt. He is here in Washington because 
of his interest in housing for the aged. Reading is a railroad city and 
I know he is also interested in the legislation which is now being 
studied by this committee. 

Will you rise, Mr. Mayor. 

The rats Mr. Mayor, we are very glad to have you with us 
today. You are welcome to this committee any time you have an 
opportunity to be with us. 

Mr. Ruopes. Mr. Chairman, fellow members of the Interstate and 
Foreign Commerce Committee, I appreciate this opportunity of 
stating my views favoring the enactment of H.R. 1012, H.R. 1013, and 
other identical bills, including my own, H.R. 2925, providing for a 10- 
percent increase in benefits under the Railroad Retirement Act and 
also making liberalizing amendments to the Railroad Unemployment 
Insurance Act. 

On August 23 of last year, only a few hours before adjournment, I 
expressed regret over failure of the House to act on similar legislation 
to raise railroad retirement benefits and to amend the Railroad Un- 
employment Insurance Act. At the same time, I expressed the hope 
that action on this legislation would be the first act of the new Con- 
gress in order to keep faith with retired railroaders, their survivors, 
and those rail employees who are unemployed. 

It is, Mr. Chairman, a great credit to you and this committee that 
hearings on this legislation have been scheduled so promptly. This 
increase is long overdue. I trust that we will act favorably on the 
proposal for improved retirement benefits as soon as possible. 

Persons living on fixed incomes such as pensions and annuities 
have been most severely hurt by the increasing cost of living. Since 
the enactment of the last bill raising railroad retirement benefits, 
Public Law 1013, 84th Congress, the consumer price index for all 
items has risen by 8 points, medical care, so important to old folks, by 
15 points, and housing costs by 7 points. Rises in the cost of living 
have also worked a hardship on those unemployed railworkers who 
have been adversely affected Tbachane of sharp cutbacks in the industry. 

I am pleased that the bill contains the January 1, 1959, retroactive 
date, the effective date of the increases which was contained in the bill 
last year. This will guarantee that no one will lose benefits because of 
the failure of the previous Congress to enact the measure before 
adjournment. 

ILR. 1012 and companion bills are sound. They provide acne 
increases in the present tax rates to cover the actuarial costs of the 
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increases under both the Railroad Retirement and Railroad Unem- 
loyment Insurance Acts. 
Mr. Chairman, I urge the early approval of this needed legislation. 
The CuarrMan. Thank you very much, Mr. Rhodes. 
We are glad to have with us today the gentleman from Missouri, 
Mr. Charles Brown. 
Mr. Brown, we will be glad to hear you at this time. 


STATEMENT OF HON. CHARLES H. BROWN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSOURI 


Mr. Brown. Thank you, sir. 

Sooner or later, we Americans of the 20th century must recognize 
that the vast changes of the past 30 years in our economic and social 
system, while beneficial to so many, have posed new problems for our 
retired, disabled, unemployed, and all people not actively engaged in 
producing and earning. _ sai] 

We have become a Nation dedicated to providing every American 
a fair chance to earn a decent honest living, to educate his children, 
and to spend a few retirement years honorably and independently. 

Also, we are determined to prevent economic depression. 

The Nation, through many elections, has instructed the people’s 
Congress to use the full power of the people’s government to achieve 
these noble and worthwhile goals. 

Every thinking person recognizes that it is not, nor ever will be, 
an easy task. 

Especially, in times of external threats of conquest. 

It means a heavy tax burden on each citizen, constant inflationary 
pressures, and an ever present threat of imbalances and inequities 
among various segments of the population. 

These facts we must face and face squarely: 

(1) If the American citizen is to contribute a large share of his 
earnings to Government for the common defense and the common 
good, he will probably accumulate less for his retirement years or his 
unemployment days. 

So, instead of his basic retirement program—social security, rail- 
road retirement, or company pension plan—being merely a bare 
base, it is becoming, more and more, a major portion of the retired 
person’s total means of livelihood. 

(2) If this Nation has indeed achieved a depression-proof econ- 
omy—and certainly everyone who has ever been a victim of a depres- 
sion hopes we are close to depression-proof, it would mean that pres- 
ent costs of living might level off or adjust downward slightly, but 
no drop in living costs could be expected in the foreseeable future. 

So, any retired or disabled or unemployed person who can’t “chin 
it” now will probably not be able to “chin it” any better next year or 
the year after. 

World War II and other economic changes in this country have 
frozen into our economy a new level of living costs. 

We must—and can—keep it from getting completely out of hand; 
but that won’t help solve the problem of our parents and_grand- 
parents who are already hopelessly behind. 

. These. people are in trouble—serious trouble; and for them, fear 
isa constant companion. 
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They fear a protracted illness. They fear every bond issue that 
comes before a community. They fear every trip to the grocery store 
every call to a plumber or electrician, every knock in the old car.’ 

And their fears are real, because the new level of living costs js 
beyond their reach; and they are forced—against their will—to turn 
to us who are earners for help. 

Only the most heartless could turn his back on such a legitimate 
plea. Most of these people are not asking for luxuries. They're 
asking for subsistence. 

It means an additional load on those actively engaged in earning 
and producing, but the load is inescapable. 

The alternative is poverty for many in the midst of prosperity. 

Ours must be a two-pronged effort—to bring our retired and dis- 
abled more in line with the new level of living costs, while fighting 
valiantly to keep inflation from forcing them still higher. 

Government can and should encourage private companies and in- 
dividuals to make their own pension programs more realistic. 

Government can and must lead the way by direct action on pen- 
sion programs it controls. 

I urge this great committee to take immediate action by putting 
together the best possible legislation to improve railroad retirement 
and unemployment benefits. 

It is a must, and it is already overdue. 

I am not here to tell you how to do it. Many bills have been in- 
troduced. Each incorporates some excellent suggestions for improve- 
ment. 

I am sure that a constructive piece of legislation can be formulated 
out of all these suggestions. 

The main point is—let’s do it, and do it now. 

I live with a lot of railroad families. They are the salt of the earth. 

The problems of the retired, disabled, and unemployed railroaders 
are serious. 

There can be no choice but to lend them a helping hand. 

The CHatrman. Thank you for your interest and appearance, 
Mr. Brown. 

Mr. Brown. Thank you, Mr. Chairman. 

The CuatrMan. We are also glad to have our colleague from Flor- 
ida, the Honorable Charles Bennett, who has heretofore appeared 
before this committee and expressed his interest in the railroad retire- 
ment legislation. We welcome you again, Mr. Bennett, to this com- 
mittee and we will be pleased to have your statement at this time, 


STATEMENT OF HON. CHARLES E. BENNETT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Bennerr. Thank you very much, Mr. Chairman. 

I would first like to express my appreciation to you and to the 
members of this committee for permitting me to appear here today 
to testify in favor of H.R. 3705, my bill to increase railroad retirement 
benefits. 

Your committee is in a much better position than I to determine 
what railroad retiree benefit increases can be financed and how they 
should be financed. In introducing this bill, my principal objective 
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jis to present to this committee and to Congress the liberalizations 
which in my opinion are chiefly desired by retired rail workers in the 
district which I represent. 

There is one railroad, the Florida East Coast Line, which is now 
headquartered at Jacksonville and the Seaboard shops are very ex- 
tensive in my area, so there are many employees in the area which 
Trepresent. a , 

That the provisions of this bill are the chief desires of retirees in 
my district is indicated by the correspondence which I have had with 
the Grand Association of Veteran Railway Employees, the principal 
organization of retired rail workers in this district. iF Seg 

The provisions of this bill are in close accord with the legislative 

rogram of that very representative group, which includes a substan- 
tial number of current employees as well as many retirees. If it is 
found necessary to raise contributions of employees and employers to 
enact the desired liberalizations that organization recommends in- 
creasing the rate by one percent on employee and employer on $400 
per month, $4,800 annually. It has seemed to me for some time that a 
promising means of financing some increases would be by raising the 
rate of return on the reserve fund, and this is proposed in section 7 of 
the bill which I have introduced. 

H.R. 3705, my bill, has 10 sections exclusive of sections 1 and 12, 
which are routine sections concerning the short title of the bill and 
its effective dates. Section 2 provides for full retirement at age 60 
with 30 years service, or after 35 years service regardless of age. 

Section 3 provides that wives shall become eligible for annuities at 
age 60. 

Section 4 provides for annuities based on 5 highest years of earn- 
ings of total service, whether or not consecutive, up to $400 per month, 
with repeal of the 1924-31 computation law now used to credit service 
performed prior to 1937. 

Section 5 provides an increase of 10 percent to annuitants over 70. 

Section 7 increases the interest rate on the reserve fund from 3 per- 
cent to 4 percent. 

Section 8 increases outside earnings allowed disabled annuitants to 
$200 per month. 

Section 9 repeals all remaining dual benefit restrictions. 

Section 10 provides for proration of annuities for the month during 
which death or disentitlement occurs. 

Section 11 eliminates the requirement that annuitants cease cer- 
tain nonrailroad employment. 

Most of the benefit increases proposed in my bill have been pro- 
posed before, and I am confident that the committee has received and 
will receive much testimony on these proposals. I would like to call 
the committee’s attention to one proposal which, as far as I am ad- 
vised, is unique. This is my bill’s section 6, which provides a special 
increase for annuitants over the age of 70. I believe annuitants in this 
age group should receive special consideration for future increases. 
In the first place, better increases at less cost can be given to this group, 
inasmuch as fewer annuitants reach that age than reach the age of 
65. Thus, it is easier to give actuarially sound increases to this age 
group. In the second place, those who have reached this age are prob- 
ably in greater financial need than those who are between the ages 
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of 65 and 70, since many of them will have exhausted their savings 
while living on small retirement incomes during the first years of 
their retirement. In addition, those over 70 are less able to obtain 
odd jobs to supplement their annuities. Finally, a special increase 
for annuitants over 70 would give something to which those under 
that age might look forward. 

Thank you again, Mr. Chairman, for permitting me to appear to 
express these views to you and the committee as you so graciously 
have this year and in years prior. 

The CuatrmMan. Thank you, Mr. Bennett, for your continued in- 
terest in this subject matter of the railroad employees. 

We are glad now to welcome to this committee the Honorable Jog] 
T. Broyhill, our colleague from Virginia. 

Mr. Broyhill, we are glad to have you this morning and will be 
glad to have your statement. 


STATEMENT OF HON. JOEL T. BROYHILL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Broynitt. Mr. Chairman, in deference to the heavy schedule 
of the committee, like my colleague who preceded me, I would like 
to submit a prepared statement for the record and make just a couple 
of brief observations. 

The Cuamman. Let your statement be included at this point in the 
record. 

(The statement referred to follows :) 


STATEMENT OF REPRESENTATIVE JOEL T. BROYHILL (REPUBLICAN-VIRGINIA) IN 
Support OF RAILROAD RETIREMENT LEGISLATION (H.R. 1012) BeErore tap 
House INTERSTATE AND FOREIGN COMMERCE COMMITTEE, FEBRUARY 3, 1959 


Mr. Chairman, This distinguished committee has before it today important 
proposals affecting hundreds of retired workers of the Nation’s railroads, 
Across the Potomac, in the congressional district I have the honor to represent, 
is located one of the largest railroad yards in the world. I personally know 
many men and women employed in Potomac yards. I know their problems and 
I know these problems are shared by their fellow workers in all parts of the 
United States. 

Today they are wagging the cow’s tail. Discharging our responsibilities 
respecting Federal and social security employees we have increased their bene 
fits to bring them more into line with the cost of living. But to date we have 
neglected the railroad workers, who are also our responsibility. We have 
assumed this responsibility through the enactment of the Railroad Retirement 
Act and the Railroad Unemployment Insurance Act. Without action by the 
Congress, retired and unemployed railroad employees must continue to drag 
behind those in the Government service and those covered under the social 
security system. 

The railroad workers are not fat cats. They are people who are in an income 
bracket comparable to many other groups who devote most of the fruits of their 
labor to current expenses. They are dependent on adequate retirement and 
unemployment insurance to meet these situations. If there are savings, they 
are indeed meager. Little opportunity is offered to set aside funds for old age 
and emergencies. 

Now, I am appreciative of the economic difficulties of the eastern railroads. 
Competition has reduced their earning power. They have been compelled 
to curtail certain types of services. But such difficulties are inherent in our 
system of free enterprise. Business has its ups and downs. That is to be 
expected. 

In my own business—the building industry—we are sometimes faced with the 
necessity of reducing original prices to sell homes. But that is not the fault 
of our construction workers and we certainly do not make them the victims 
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ef our failure to properly evaluate the housing market. It is my hope that the 
economic plight of the eastern railroads will improve and that if necessary the 
Federal Government will lend some sort of helping hand. Rail transportation 
is essential to our national welfare. We must do what we can to make it 
economically healthy. 

The necessity of liberalization of the congressional acts affecting our railroad 
workers is further emphasized by the long-range actuarial deficit now existing 
in these programs. We must restore to a sound actuarial footing. 

Mr. Chairman, I am pleased to follow your footsteps in presenting a com- 
panion bill to yours in order to accomplish the aforementioned purposes. The 
same measure was the subject of a number of bills introduced in the 85th 
Congress. It was passed by the Senate last August, but was not called up for 
floor action in this House in time to receive proper consideration before ad- 
journment. } 

The bill contains a number of benefit improvements under both the Railroad 
Retirement Act and the Railroad Unemployment Insurance Act. But, to my 
mind, the primary purpose which will be accomplished under the bill will be 
to put both of these systems on firmer financial bases. 

The railroad retirement system has been operating at a deficit for the past 
several years. This situation must be corrected without delay if we are to 
maintain a retirement system in which the railroad workers of this Nation can 
place their confidence. Under the bill, it is proposed to increase the tax rate 
and raise the maximum wage base sufficiently to finance the benefit increases 
contained in the bill, as well as to help liquidate the present actuarial deficiency 
in the railroad retirement fund. 

Taxes would be increased from a current rate of 6% percent on railroad 
employers and employees to 6% percent beginning with the current year and to 
7% percent commencing in 1962, Thereafter the tax rate increases would match 
those taking place under the social security old age and survivor insurance 

rogram. 

, The wage base maximum would be increased from $350 to $400 a month. This 
would put the railroad retirement system on a par with the social security 
system, which, under amendments enacted last year, covers earnings up to 
$4,800 a year. 

The financial basis of the railroad unemployment insurance system would be 
strengthened to provide funds for the additional benefits proposed in the bill 
and to take care of the current deficiency which exists also in this fund. 

This would be accomplished by increasing the tax base from $350 to $400 a 
month and changing the tax rate to provide for a range from a minimum of 
1% percent to a maximum of 3% percent, depending upon the current balance 
in the railroad unemployment insurance account. Minimum annual earnings 
needed to qualify for unemployment benefits would be raised from $400 to $500 
a year. 

The benefit increases proposed under the Railroad Retirement Act include a 
general 10 percent increase in monthly pension and retirement payments. When 
the 85th Congress came to a close it had granted pay or retirement increases 
for practically every group whose rates of compensation are established by law, 
with one major exception—the retired railroad worker. Civil service retirees 
were granted a 10 percent increase, those under social security 7 percent. It 
is no more than simple justice that the retired railroad worker, who has borne 
the brunt of increased living costs to the same degree as his retired neighbors, 
be given equal treatment. 

Other major changes proposed in the Railroad Retirement Act are: 

(1) Lowering the retirement age for women employees with 10 to 30 years 
Bervice and wives of retirees to age 62 with a reduction in annuities. This 
would allow the same privilege of receiving a reduced annuity now available 
to women under social security. The same privilege would be offered to male 
workers at age 62 with 30 years of service. 

(2) Raising the maximum compensation used in computing benefits from $350 
to $400 a month for services rendered after this year. 

(3) Allowing those retired on account of disability to earn up to $1,200 a year 
in casual or intermittent employment without loss of benefits. 

(4) Allowing survivors living in foreign countries to earn up to $1,200 a year, 
the same as survivors in this country, Under present law, survivors living out- 
side the United States, principally in Canada, are allowed no benefits for any 
month in which they work 6 days. 
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Under the Railroad Unemployment Insurance Act benefits increases would 
range from 50 cents to $1.70 a day, depending upon rates. The maximum bene- 
fit would be $10.20 a day, as compared to the present $8.50. 

The bill would also extend the benefit year, or the periods during which yp. 
employment benefits may be paid to an employee. These extensions apply prip. 
eipally to workers with considerable railroad service. Those with over 15 years 
ao extended another 130 days of benefits, those with 10 to 15 years another 

I siacartity hope that this measure will receive the thorough consideration of 
the Committee on Interstate and Foreign Commerce at its earliest convenience, 
I am sure that after having done so, the committee will issue a favorable report 
upon it, so that the urgent necessities for srengthening the finances of both of 
these systems and bringing their benefits in line with present living costs will be 
met. 

Mr. Broyuity. Mr. Chairman, I am here in support of H.R. 1012; 
in fact, I have, like many others, introduced a companion bill to H.R. 
1012, numbered H.R. 3819. 

My congressional district is located right across the Potomac River, 
In fact, you can look out the window here and see a large portion of it, 
I would like to state that in Alexandria we have one of the largest 
railroad yards in the world, the Potomac yards. 

We have thousands of railroad employees there, and also retired 
railroad employees. I know them quite well. They are my friends 
and neighbors and I can assure you, Mr. Chairman, that they are 
not fat cats by any means. They have a serious problem making ends 
meet, particularly those on retirement and particularly due to the fact 
that this is a high cost-of-living area. 

We are all familiar with the evils of inflation. We know it is 
troublesome for everyone, a problem for our Government itself, but 
I submit, Mr. Chairman, that no group of our citizens are as seriously 
affected by inflation as our retired people, our senior citizens. 

Certainly, the younger people have the power to negotiate and have 
collective bargaining to have increases in salaries to meet increased 
living costs. Many of them have the privilege and opportunity of 
changing jobs when the employers do not recognize the increase in 
the cost of living, but the people who are having to live on annuities, 
retired people, must depend upon the good will and the concern of 
the former employers or the Government if the Government is re- 
sponsible for their annuity. 

The Congress has met its obligation in that regard im the fields 
for which they are responsible. We have approved increases in social 
security, military retirement and here last year we approved an in- 
crease of 10 percent for all retired civil service workers. 

I submit, Mr. Chairman, that the retired railroad employees are 
somewhat like one wagging the cow’s tail. They are the only ones 
Jeft. out of this round of retirement increases, so I feel that we must 
meet our obligations there and take care of this group of employees. 

I recognize that there is a problem in finding the funds fom this. 
T know that we are all concerned about the actuarial soundness of 
this railroad retirement system. I understand, however, that this 
sapisinaen will put the retirement system on an actuarial sound basis, 
which it is not at this time. 

The Cuamman. If you would permit an interruption, I would 
say that if we were to adopt anything like all the proposals that have 
been offered, we certainly would not have idteeitiie like actuarial 
soundness. 
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Representative Broyum.. It is my understanding, Mr. Chairman 
that the Chairman’s bill will place the system on an actuarial sound 
basis. i 

The CHAIRMAN. That is true. 

Mr. Broruity. I recognize that there is a serious problem in the 
railroad industry. Something has to be done for the railroads them- 
selves to provide the funds to meet these increases, but I submit fur- 
ther, Mr. Chairman, that it is no different from the problem in any 
industry. tH 

We cannot ignore our responsibilities to our employees in meeting 
the increase in cost to the industry and the problems of the industry 
themselves. I have been in the building business out there. We have 
had problems there. We have had increases in the cost of material 
and we have had times when we have had to actually take a loss on 
our subdivisions, but never at any time have we seth to pass on any - 
Joss or increase in cost, which are our problems, to our employees. 

We have always had to meet our obligations to them and meet our 
competition with them. I hope the committee will be successful in 
its deliberations in finding a solution to this problem and will find its 
way clear to favorably act on H.R. 1012. 

The Cuarmman. Mr. Broyhill, thank you very much. We appre- 
ciate having your statement and expression of interest in this pro- 

am. 

Mr. Broruitu. Thank you, sir. 

. The Cuamman. I am endeavoring to see if we have any other col- 
league of ours present who desires to be heard on this subject. 

Mr. Oliver of Maine, our colleague, is present. Mr. Oliver, we 
will be glad to hear you. 


STATEMENT OF HON. JAMES C. OLIVER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MAINE 


Mr. Outver. I wish to record myself in support of H.R. 1012 as 
submitted by the distinguished chairman of this committee. 

We are all aware that the railroad industry has been seriously 
afflicted by the recession. Thousands of workers are idle, not to men- 
tion the loss of the productive capacity of millions of dollars’ worth 
of railroad equipment. The number of idle railroad workers has 
increased from 670,000 to 720,000 during the past year. The number 
of unemployed railroad workers in my own State of Maine has in- 
creased from 900 to 1,600 during the same period. The proposed 
bill will provide much-needed assistance to those without work by 
extending the period of availability of employment insurance benefits 
for as much as 26 weeks and by increasing the maximum daily benefit 
from $8.50 to $10.20. A 10 percent increase in all annuities under the 
retirement system is mandatory in the light of the inflationary spiral 
and recent increases in benefits granted under other retirement 
systems. The bill has the dual advantage of placing the railroad 
retirement social and unemployment insurance systems on a sound 
actuarial basis as well as increasing unemployment, survivor, and 
retirement benefits. 

ese increases in employee benefits, of course, are not viewed as 
a panacea for the problems of the railroad industry. However, in- 
creases in benefits are necessary for humanitarian motives, also as a 
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stimulus to our economy, and in order to preserve a trained labor force 
for any defense emergency. Certainly, this legislation can be viewed 
as a necessary measure to hold the line until the railway industry can 
assume its former status in our economy through the enactment of 
permanently constructive legislation for the industry itself. 

It seems to me that the problem we face in the rail industry is not 
only the need for this constructive revision of the railroad retirement 
systems, but one of revitalization of the entire industry. The fact 
that during the past 6 years our economy has grown at only an 
average annual rate of slightly over 1 percent has not only had a 
telling effect on the rail industry but the textile, coal mining, and other 
industries as well. What is needed is an overall stimulating program 
which would involve the expansion of the whole economy of America 
at an annual rate of 5 percent. I feel that this Congress, through the 
enactment of constructive measures to encourage production such as 
among other programs, housing, community facilities, and depressed 
areas legislation, can help to bring about the stimulation of our 
economy as a whole and thereby, the railway industry in partieular, 
Just as we Americans cannot accept continuing unemployment and 
low living standards, from a humanitarian standpoint, we also cannot 
tolerate economically the idleness of the productive components of our 
society, whether it be human effort or railway equipment. 

Mr. Chairman, I support the passage of this measure as a necessary 
and realistic step forward, but we need the basic expansion of our 
economy to bring health to our railroad systems. I earnestly hope that 
this Congress will see fit to enact the necessary legislation to put the 
railroad industry back on its feet economically. 

The CuHarrman. We appreciate your testimony, Mr. Oliver. 

Mr. Outver. Thank you, Mr. Chairman. 

The CHarrman. Our colleague, Hon. Richard H. Poff, will be the 
next witness. 


STATEMENT OF HON. RICHARD H. POFF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Porr. Mr. Chairman and members of the committee, on Janu- 
ary 9, 1959, under a 15-minute speech order of the House, I discussed 
pending railroad retirement legislation and expressed the hope that 
your great committee would be able to schedule early hearings on this 
important subject. Personally and on behalf of the 8,000 active rail- 
road workers and the several thousand retired and furloughed rail- 
road workers in the Sixth Congressional District of Virginia, I ex- 
press our most profound appreciation and commendation. 

In my January 9 speech I reviewed the unhappy history of the 85th 
Congress’ legislative failure in the railroad retirement field and called 
attention to the fact that the 85th Congress had passed a series of 
bills to benefit other retired workers and the owners of the railroads. 
Saeeanly, the new 86th Congress will not be guilty of the same 

ailure. 

Pending before your committee as subjects of this hearing are the 
following briefly described bills which I have introduced: 

(1) H.R. 218, to reduce the retirement age to 60 after 30 years of 


service and any age after 35 years of service and to install the 5 best 
years rule. 
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(2) H.R. 217, to reduce the women’s benefit age to 62 to conform to 
the social security age. | 

3) H.R. 219, to repeal the so-called “last employer clause” of the 
Railroad Retirement Act under which so many railroad workers have 
Jost their retirement benefits. wh 

(4) H.R. 220 to repeal the so-called “dual benefit restriction” with 
respect to spouses and widows and other survivors of deceased em- 
ployees. ee et 

Mr. Chairman, I think it is important to emphasize the fact that the 
adoption of the 5 best years rule would materially increase the retire- 
ment benefits of all railroad workers, both active and retired. In pre- 
vious testimony, I have repeatedly reminded the Committee that the 
1924 to 1931 base period presently employed in the act as the yardstick 
for computing retirement benefits is antique and unrealistic. Every 
railroad worker, whether retired or still active, earned far less during 
this period than they did in subsequent years, and the old benefit 
formula has long since ceased to be an equitable yardstick, especially 
in view of the comparison between the value of the 1931 dollar with 
the value of the 1959 dollar. 

I am also vitally concerned about the unemployment problem in the 
railroad industry. By reason of dieselization and other technological 
and economic developments, hundreds of railroad workers were fur- 
loughed in our Sixth Congressional District last year. While some 
of them have been recalled and while a few have been able to find new 
jobs in other industries, most of these men, who lost their jobs through 
no fault of their own, are still in the ranks of the unemployed with 
little hope of reemployment. Moreover, the period of entitlement for 
unemployment benefits under the current law has already begun to 
expire and they are brought face to face with economic calamity. In- 
asmuch as Congress last year saw fit to authorize an extension of the 
entitlement period for unemployed workers other than railroad em- 
ployees, I do not see how Congress can continue to close its eyes to the 
problems of unemployed railroad workers. 

I realize that the adoption of any of the bills I have introduced or 
any of the other bills pending before the Committee will increase the 
drain on the railroad retirement fund. I also realize that the loss of 
revenue to the fund resulting from the unemployment problem is ag- 
gravating the fund’s operating deficit. If the estimates of the actu- 
aries are correct, the fund’s revenue will have to be increased to finance 
any additional benefits approved by Congress. Of course, the fund’s 
revenue can be increased only by an increase in the tax rate or the tax 
base. The Social Security tax base was increased last year from $350 
to $400, and I understand that one of the bills now pending before the 
Committee recommends a similar increase in the railroad retirement 
tax base, in addition to an increase in the tax rate from 6% to 6% 
percent beginning January 1, 1959, and to 7% percent beginning Janu- 
ary 1, 1962. 

Mr. Chairman, from my correspondence and extended conversations 
with individual workers, I am convinced that the average railroad 
worker still fortunate enough to be employed would be willing to pay 
a higher tax rate to help liquidate the fund’s operating deficit and 
finance the cost of additional benefits. However, I am also convinced 
that the workers in my district are opposed to an increase in the tax 
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base. Many of the workers in my district participate in private supple. 
mental railroad retirement programs, and any increase in the tax bage 
would adversely affect and in some instances completely destroy the 
supplemnetal program. 

I fully recognize the tremendous task which faces this committee 
and I realize that the committee cannot approve each and every one of 
the bills pending before it and still make provisions for financing 
which would be acceptable to all concerned. Moreover, I know that no 
law reaches the statute books without legislative compromise. How- 
ever, I earnestly hope that any compromise bill which this committee 
reports will not compromise the rights and welfare of the railroad 
workers whose future security depends upon the fairness and justice 
of the Congress. 

The Cuatrman. Thank you for your statement, Mr. Poff. 

Mr. Porr. Thank you, Mr. Chairman. 

The Cuarrman. The next witness is Mrs. Katharine St. George, our 
colleague from New York. ; 


STATEMENT OF HON. KATHARINE ST. GEORGE, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NEW YORK 


Mrs. St. Grorcr. Mr. Chairman and members of the committee, I 
am glad to have this opportunity to make a statement on H.R. 941, 
a bill to provide that railroad employees may retire on a full annuity 
at age 60 or after serving 30 years; to provide that such annuity for 
any month shall be not less than one-half of the individual’s average 
monthly compensation for the 5 years of highest earnings and for 
other purposes. 

I have introduced similar legislation before and still feel that it is 
important and worthy of your consideration at this time. 

The most important part of the bill is that it will provide a full 
annuity at age 60 or aves serving 30 years. It seems to me, and I 
believe it is the opinion of most railroaders, that after 30 years of 
continuous service an individual is entitled to retirement, and full 
retirement at that. It also seems proper, and is generally conceded, 
that full retirement should be attained at the age of 60 in this par- 
ticular profession. 

There is no doubt that among railroad employees youth is im- 
portant, reflexes have got to be quick, and health has to be of the 
best. For this reason, and many others that are obvious, the age of 
60 seems to be eminently suitable for retirement. 

It is also true that in permitting a fairly early retirement we will 
make more room for the younger men and women who wish to come 
into the service and it will permit them to look forward to earlier 
and better promotions. 

I sincerely hope that this legislation will be favorably considered 
and that my bill will be presented to the Congress. If not, I hope 
your distinguished Committee will present similar legislation. 

The Cuarrman. Thank you for your statement, Mrs. St. George. 

Mrs. Sr. Grorce. Thank you, Mr. Chairman. 

The Cuamman. The Honorable Adam Clayton Powell asked to 
be permitted to include a statement in the record on H.R. 223 and 
H.R. 225. He may do so at this point. 
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[A statement was not received from Mr. Powell. ] 

The CuHatrMAN. The next witness is our colleague from Massa- 
chusetts, the Honorable Thomas P. O'Neill, Jr. Mr. O’Neill, we will 
be glad to hear you at this time. 


STATEMENT OF HON. THOMAS P. 0’NEILL, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. O’Nemu. Mr. Chairman, and members of the committee, it is a 

leasure for me to appear here before you this morning in support of 
ALR. 1012, which is the chairman’s bill, and H.R. 3052, an identical 
measure, which is my own bill to amend the Railroad Retirement Act, 
the Railroad Retirement Tax Act, and the Railroad Unemployment 
Insurance Act. 

In the Commonwealth of Massachusetts, this legislation, when en- 
acted, will immediately affect about 7,000 retired railroad employees, 
and 5,000 survivors (widows and children). In addition, 20,000 other 
railroad workers will benefit either through extension of unemploy- 
ment benefits, or upon eventual retirement, for a total of approxi- 
mately 32,000 persons within the State. 

The level of employment in Massachusetts, and other New England 
States has been decreasing steadily, particularly in the railroad indus- 
try. Many of the railroad workers have exhausted their unemploy- 
ment benefits, and since last fall have been without funds and unable 
to find work. The supplemental unemployment benefits provided for 
in this bill will pay them the same benefits accorded other workers 
under State employment systems who were covered under legislation 
passed in the 85th Congress. 

The bill calls for a 10 percent increase in all forms: of railroad re- 
tirement benefits, extension of periods of unemployment payments, 
an increase in the maximum daily unemployment benefit to $10.20 
(instead of the present $8.50) and for adjustments in tax rates to as- 
sure a sound actuarial basis for the increased benefits. 

The increase in benefits would be applicable to survivors of deceased 
railroad workers. Spouses, and women employees with less than 30 
years of service, may elect to retire at age 62 on a reduced basis. 

Disabled annuitants may earn up to $1,200 a year (instead of $100 
a month as at present) in outside employment, without losing benefits. 

Retirement benefits would be financed by a tax increase applicable 
to both employees and employers. The increase would be from 614 
percent to 634 percent beginning with January 1, 1959, and continuing 
through December 31, 1961, when the rate would be raised to 714 
percent. Effective January 1, 1949, the rate would apply to as much 
as $400 of monthly compensation as compared to the present $350 
maximum. 

The bill would increase unemployment insurance benefits for long 
service employees. Those with 15 or more years of service who are 
now entitled to a maximum of 130 days would have the benefit period 
extended an additional 130 days. Unemployment benefits for em- 
ployees have less than 15 but at least 10 years of service would have 
an extension of unemployment benefits with a maximum of 65 addi- 
tional days of unemployment. Employees with less than 10 years of 
service, who have after June 30, 1957, exhausted their rights to unem- 
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ployment benefits under present law would receive additional benefits 
for days of unemployment not exceeding 65 days which occur in regis. 
tration periods beginning on or after June 19, 1958, and before April 
1, 1959. 

Sundays and holidays could be compensable days of unemployment 
just.as any other day, whether or not such Sundays and holidays are 
preceded and succeeded by a day of unemployment. 

The maximum taxable base for unemployment insurance would be 
increased from $350 to $400 a month for each employee effective 
January 1, 1959, and the tax rate would be changed from a minimum 
of 114 percent to a maximum of 314 percent depending upon the bal- 
ance in the railroad unemployment insurance account. 

The increase in taxes and in the compensation base to which the 
taxes apply would reduce the present actuarial deficit of 4.18 percent 
of taxable payroll or some $213 million a year to an estimated 0.60 
percent or some $34 million a year. 

In 1956 there was a bill providing for a 10 percent increase in 
benefits to retired railroad employees and their survivors. At that 
time no provision was made for the financing of the additional cost 
of these benefits. My bill would correct the actuarial deficiency in 
the fund. 

I wish to thank the chairman, and the committee for hearing me 
at this time. It is my hope that you will see fit to take prompt and 
favorable action on the increases in benefits provided for in this 
legislation. 

The Cuarrman. Thank you for a very fine statement, Mr. O'Neill. 

Mr. O’Ner. Thank you for the opportunity, Mr. Chairman. 

The CHairMAN. We will now hear another colleague from Massa- 
chusetts, the Honorable Thomas J. Lane. 


STATEMENT OF HON. THOMAS J. LANE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Lane. Mr. Chairman, we are well aware that our common car- 
rier transportation system, and especially the passenger branch of 
that service, is in serious difficulties. 

The Congress knows the importance of the railroads to our people 
and our economy. I am confident that legislation will be enacted, 
providing tax relief or subsidies, in order to maintain adequate rail- 
road service. 

At the same time, we must show some consideration for the railroad 
employees who have devoted their lives to this type of work in the 
expectation of receiving adequate retirement annuities when their 
working years have ended. 

The decline in railroad revenues is no reason for cutting down the 
original pledge made to the railroad employees. In fact, the rising 
cost of living is all the more reason why annuities should be increased 
to compensate for the depreciated retirement dollar. 

The purpose of the bills under consideration is to increase all retire- 
ment annuities by about 7 percent, and to increase the minimum daily 
benefit rate paid for unemployment by an average of 20 percent. 

We face the fact that this will increase the annual operating costs 
of the railroad industry by approximately $125 million. With this 
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pill goes the obligation to enact remedial legislation that will enable 
the railroads to absorb these costs without financial strain. The rail- 
roads are essential. So, too, are their skilled workers. We cannot 
very well come to the aid of one without providing assistance for 
the other. 

The pride of the railroad worker in his special work is an important 
factor in the operating reliability and safety of our railroads. We 
cannot afford any decline in his morale occasioned by neglect of the 
retirement and unemployment compensation programs in which he 
has had full confidence—up to now. 

In a changing economy like ours, with its constantly shifting re- 
wards for work done, we sometimes fail to notice the decline in real 
security and status of those groups that we take for granted. Then, 
we suddenly realize that adjustments are imperative. 

As the report of this committee stated— 

The need for increasing retirement and survivor benefits is obvious in the 
light of the fact that living costs have increased significantly since the last 10 
percent increase in benefits was provided in 1956. The 7 percent increase recom- 
mended in the bill (H. R. 4853) will undoubtedly help to alleviate the hard- 
ships of annuitants and pensioners who are trying to live on a fixed income. The 
committee feels that the increase proposed in the reported bill is very modest 
and should be granted. The committee regrets that the present financial con- 


dition of the railroad retirement system and the railroad industry does not 
permit an increase in benefits by a greater amount. 


There was general agreement until recently that the railroad retirement 
system was virtually without peer among plans of its kind. However, with 
the passage of the 1950 and later amendments to the Social Security Act, and 
the gains made in the past several years by employees in many industries 
through the adoption of private supplemental pension plans, the railroad retire- 
ment system has fallen behind. Recognizing this problem, many Members of 
Congress have introduced bills proposing to improve the benefits under the Rail- 
road Retirement Act. * * * 

This was in the report dated August 12, 1958. 

On August 28, 1958, Public Law 85-840 was approved, known as the 
Social Security Amendments of 1958. 

These provided for a 7 percent increase in benefits for recipients of 
old-age, survivors’ and disability insurance. Bigger social security 
checks went into the mails yesterday to more than 12,500,000 persons, 
the first to include the increases voted by Congress last year. 

So, the reasons advanced by the committee in 1958, as to the need 
for increasing benefits under the Railroad Retirement Act, are even 
more convincing in February 1959. 

The Cuatrman. Thank you, Mr. Lane. We appreciate your in- 
terest in this legislation. 

Mr. Lane. Thank you, Mr. Chairman. 

The Cratrman. The next witness is our colleague from California, 
the Honorable George P. Miller. Mr. Miller, we will be glad to hear 
you now. 


STATEMENT OF HON. GEORGE P. MILLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Miuuer. I am George P. Miller, Member of Congress from the 
Eighth District of California, comprising part of Alameda County. 
I was elected to the 79th Congress on November 7, 1944, and have 
served continuously since that time. 











86 RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 


Members of this committee are already aware of my interest in the 
pending proposals to amend the Railroad Retirement Act, Railroad 
Retirement Tax Act, and the Railroad Unemployment Insurance Act, 
I am, indeed, already on record as one of the sponsors of this legis. 
lation, having introduced H.R. 2916, which is identical to the bills 
sponsored by your chairman, the Honorable Oren Harris, of Arkansas, 
and the ranking minority member of this committee, the Honorable 
John Bennett of Michigan. I am pleased to join the leading member 
of my own party as well as the leading member of the other party 
on this committee in advocating prompt and speedy enactment of these 
amendments, which are intended to eliminate inequities now existing 
under the railroad retirement and railroad unemployment insurance 
systems in relation to recent improvements voted in the Social Se- 
curity Act. 

Coming from the great State of California, part of that great land 
area which profited directly from the opening of the West that was 
made Samiti by the building of the transcontinental railroads, I am, 
of course, fully aware of the great debt our Nation owes to its rail- 
road workers. Without their strenuous toil, courage and devotion 
to public duty, the unification and resulting progress of our land 
would have been long delayed. Indeed, even with full knowledge of 
the later development of highway and air transport, it still is no ex- 
aggeration to say that the United States could not have attained its 
present greatness without the contribution of the workers who built, 
maintain, and operate the railroads. There is not a single part of our 
Nation which is not better off as the result of their service. 

As a group, those railroad workers have shown a sense of respon- 
sibility and dedication to duty which can only draw forth the highest 
praise. The labor organizations which they have set up to represent 
them have established a record for responsibility and integrity that is 
recognized by all. Their adherence to the orderly procedures for the 
settlement of railway labor disputes that were spelled out in the Rail- 
way Labor Act has made possible the relative freedom from work 
stoppages that the railroad industry has enjoyed in recent years. The 
record shows that, in their recognition of the public interest, railroad 
workers need bow their heads to no other group of workers in this 
great democracy of ours. 

Today the Nation owes a debt to these workers and the members of 
their families. It is a debt that involves far more than mere recogni- 
tion of how much the railroad worker has served the general public. 
The debt I am speaking of is one, owed to them by Congress, of re- 
storing both equity and stability to the system of retirement and un- 
employment benefits which they have helped to finance through the 
relatively heavy deductions from their earnings. 

To offset recent inflation, Congress last year increased social se- 
curity benefits by 7 percent. Moreover, last year’s social security 
amendments provided for the granting of an additional 13 weeks of 
benefits to unemployed workers in other industries who exhausted 
their unemployment insurance in 1958. This action was deemed neces- 
sary to help these unemployed workers in the face of the heavy unem- 
ployment which existed in many areas last year. It is ironic, however, 
that Congress last year adjourned before completing action on the 
pending legislation to also extend benefits under the Railroad Unem- 
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Joyment Insurance Act. This failure was all the more an act of in- 
ustice to railroad workers because, not only had their industry suf- 
fered the effects of the depression along with other industries, but 
automation and mechanization of many railroad operations in recent 
ars has made rail unemployment unusually severe. 

If any group of workers needed an extension of benefits, certainly 
those laid off by the railroads are among them, for rail unemployment 
has bitten into the rolls so hard that it has even reached workers 
with as many as 30 years of seniority. Under such circumstances, 
many veteran railroaders with even 15 or 20 years of service have been 
laid off and not recalled. An extension of benefits in such circum- 
stances certainly is both needed and justified. Let us not forget that 
the injustice that railroad workers suffered when Congress voted 
extended benefits to workers in other industries but failed to vote 
similar aid to them was compounded all the more, from the humani- 
tarian standpoint, when Congress nevertheless did find time last year 
to vote considerable concessions and aid to the railroads themselves. 
Entirely apart from the merits of the latter legislation, I want to point 
out that Congress, by failing to complete action to aid railroad workers 
and their families while voting substantial aid to the railroads, thus 

laced itself in a position of seeming to put the welfare of the industry 
ahead of the welfare of its employees. You will note that I stress 
the word “seeming,” because those of us who served in the last Congress 
know that a majority of the Congress was ready to enact this pending 
legislation then and that it failed only because of the rush for adjourn- 
ment. Nevertheless, the fact remains that retired and disabled rail- 
road workers and their wives and dependent children have suffered 
real injustice from these circumstances. 

I want therefore at this time to commend Chairman Harris and the 
members of this committee for the prompt action they have taken to 
hold hearings and pave the way for early action in this session of 
Congress, i also want to commend the chairman and the ranking 
minority member for including in their bill the same provision as in 
mine for retroactivity of this legislation which will make the increased 
benefits effective as of January 1 of this year. So far as I know, this 

rovision is not under attack, but I urge you to keep in mind the 
Ristory of this legislation and to resist any effort to change this retro- 
active feature. Only by preserving it will Congress succeed in repair- 
ing the wrong it did railroad workers by not passing this legislation 
last year. 

The recession of 1958 and the continuing unemployment situation 
on the railroads has brought home the fact that the existing railroad 
unemployment insurance system is defective in several respects, and 
the pending legislation is intended to correct the more glaring short- 
comings. ‘Testimony before this committee has already brought out 
what the proposed amendments would provide in the way of modest 
increases in benefits (ranging from 50 cents to $1.70 a day higher than 
present rates) and in an extension of payments for additional periods 
of 65 to.130 days, depending upon length of service. These provisions 
would merely provide for railroad workers a system of unemployment 
insurance similar to that. granted workers in other industries covered 
by the Federal-State unemployment insurance system. To pay for 
these benefits, the railroad unemployment insurance tax maximum 
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would be increased modestly until the balance in the fund is restored 
to $300 million, at which point the tax would again be subject to reduc- 
tion, with step changes as the balance in the fund increases, with 
minimum rate of 114 percent when the balance reached $450 million, 
It is important to note that, should railroad unemployment decline 
the tax rate under the proposed schedule can ultimately drop again 
to a point well under the 3 percent currently being paid. Viewed 
in this light, the proposed increase is modest and, in my judgment, 
entirely fair and reasonable. By providing for its reduction as unem- 
ployment decreases, the tax method proposed should do much to 
encourage railroad management to stabilize employment as much as 
possible in order to obtain the benefit of a lower tax through the adop- 
tion of wiser employment policies. 

In regard to the proposed increase of 10 percent in all annuities 
payable under the railroad retirement system, including retirement, 
spouses’ and survivors’ benefits, I would like to point out that testi- 
mony before this committee has already indicated that this amount 
will not fully offset the rise in living costs which has taken place 
since 1956. Let us not forget that it is the people to whom this legis- 
lation applies—those living on small fixed mcomes—who are the 
chief victims of inflation. We cannot in good conscience stand by 
and allow these retired, disabled, widowed and surviving dependents 
of railroad workers to be victimized by our failure adequately to 
stabilize the economy. These railroad men, women and children are 
entitled to have their railroad retirement system benefits kept in a 
reasonable relationship to the value of the money they invested in it, 
Under the present ‘hatsoiies situation, an increase of less than 10 
percent in benefits would be a grave injustice to them. 

It has not been my purpose here to review all of the technical as- 
pects of this legislation, since they have already been discussed in great 
detail at these hearings. Therefore, I shall only say of the other 
amendments proposed in my bill and in H.R. 1012 that, like the pro- 
visions I have already discussed, they are intended either to remove 
inequities now existing in a comparison of the railroad retirement 
system with social security, or to eliminate provisions which work 
undue hardship without just cause. I urge that the measure be ap- 
proved in its entirety, without debilitating in any way the proposed 
extension of benefits to railroad workers and their families. 

The CHairman. We appreciate your appearance, Mr. Miller, and 
the testimony you have given. 

Mr. Mitzter. Thank you, Mr. Chairman. 

The Cuatrman. The next witness is our colleague from Oregon, 
the Honorable Charles O. Porter. Mr. Porter. 


TESTIMONY OF HON. CHARLES 0. PORTER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OREGON 


Mr. Porter. Mr. Chairman, I deeply appreciate this opportunity 
to appear before you and the members of this distinguished com- 
mittee as & examines proposed legislation which would make more 
realistic the existing Railroad Retirement Act, Railroad Retirement 
Tax Act and the Railroad Unemployment Insurance Act. 
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My bill, H.R. 2556, is identical to the Harris bill (H.R. 1012), 
Mr. Chairman. I believe this type of legislation, incorporating a 
retroactive clause to January 1, 1959, is needed if we are to create 
legislation to meet current economic requirements. 

The retired railroad worker, like the person who has begun draw- 
ing social security, soon discovers that his fixed income is too often 
ignored in the spiraling cost of living. 184 

Last Congress we enacted legislation affecting and assisting the 
men and women who receive social security. Many of us worked for 
legislation which would assist the retired railroader and his spouse. 
In the flurry of adjournment the railroad family became the unin- 
tended victim. 

The legislation proposed in H.R. 1012 and other identical bills cor- 
rects many inequities. The 10 percent increase in railroad retire- 
ment pensions and survivor benefits is overdue. The improved age 
provisions for wives and women employees and the liberalized earn- 
ing provisions for disabled annuitants is needed, and I hope the com- 
mittee will give every consideration to the proposed increase in un- 
employment compensation benefits and the extension of the payment 
period. Sent ! 

Identical legislation has been introduced in the Senate by my dis- 
tinguished colleague, Oregon’s Senior Senator Wayne Morse, a man 
long familiar with the struggles of railroad employees to establish 
a retirement system and benefit system both workable and suflicient. 
Senator Richard Neuberger is a cosponsor. 

My hope is that legislation as proposed under the Harris bill will 
come to the floor of the House for consideration as soon as possible. 

My father retired as yardmaster for the Southern Pacific Railroad 
in Eugene, Oreg., in December 1958. As the son of a railroad man 
and as a person with parents who live with this problem, I wish to 
commend the committee for this early hearing. 

In conclusion, I want to add my voice and the voices of my con- 
stituents who seek this amending legislation to those who have ap- 
peared earlier on its behalf. I believe it is needed and that the pro- 
posed system of helping finance the suggested benefit increases is 
equitable. 

Mr. Chairman, I thank you and the members of the committee for 
this opportunity to testify on behalf of this legislation. 

The CHarrman. And we thank you, Mr. Porter. The next witness 
| our colleague from the State of Washington, the Honorable Walt 

oran. 


STATEMENT OF HON. WALT HORAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Horan. I wish to thank the members of this distinguished 
committee for allowing me to appear before you to add my full sup- 
port to the important proposals you are presently considering which 
will affect hundreds of retired valthond workers. 

For the past several years, the railroad retirement system has been 
operating at a deficit. This legislation, I feel, will enable this system 
to be brought up to the level of benefits now provided for those on 
social security and the retired Federal employees. 
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This measure would accomplish its purpose by increasing the tax 
rates and by raising the maximum wage base sufficiently to financg 
the benefit mcreases contained in the bill. It would also help liqui. 
date the present deficiency in the railroad retirement fund. 

Tax rates would be increased from the present 614 percent on rail. 
road employers and employees to 634 percent beginning with the cur. 
rent year and to 714 percent commencing in 1962. After this date, 
the tax rate increases would match those taking place under the social] 
security program. 

The wage base maximum would be increased from $350 to $400 q 
month. This, of course, would put the railroad retirement system on 
a par with the social security system which covers earnings up to 
$4,800 a year. 

There are other major changes covered in this Act which I strongly 
feel should be enacted into law. 

I certainly hope this committee will act favorably on this impor. 
tant legislation so that the urgent necessities for strengthening the 
finances of both of these systems and bringing their benefits in ling 
with present living costs will be met. 

The Cuarrman. We appreciate your appearance, Mr. Horan, and 
the information given the committee. 

Mr. Horan. Thank you, Mr. Chairman. 

The Cuarrman. The next witness is our colleague from Indiana, 
the Honorable Fred Wampler. Mr. Wampler, we are glad to have 
you. 


STATEMENT OF HON. FRED WAMPLER, A REPRESENTATIVE WW 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Wamrter. Mr. Chairman, my appreciation to you and the 
other members of the House Committee on Interstate and Forei 
Commerce for allowing me this opportunity to appear during the 
ee consideration of amendments to the Railroad Retirement 

ct. 

In a letter which I recently received, Mr. Chairman, from Mr. 
Elmer R. Henry of Terre Haute, Ind., Mr. Henry outlines what I 
consider to be an inequitable railroad retirement-social security situ- 
ation involving his wife. 

In sum, Mrs. Henry, who is entitled to both railroad retirement 
and social security benefits, is being penalized to the extent that the 
railroad retirement board deducts from her railroad retirement the 
amount she receives in social security benefits. 

I hope, Mr. Chairman, that the committee will consider favorably 
an amendment to the Railroad Retirement Act which will relieve the 
inequities, and resulting hardships, caused by apparently unjust 
multiple pension benefit conflicts. 

(Mr. Henry’s letter follows :) 

I wish to call to your attention a situation in regards to a wife’s pension on 
social security and railroad benefits. I am a retired railroad machinist from 
Pennsylvania Railroad, 46 years, 4 months. Now I get a pension under Rail- 
road Retirement Act. When my wife became 65, which she was August 29, 
last year, she applied for, her benefits under thre Railroad Retirement Act. 
Now she worked some and at.63 years age. applied for her social security pension. 
She gets $26.50 per month from the social security. She is entitled to $54.20 
per month railroad pension but the railroad retirement board deducts $26.50 
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from her $54.30 and pays her $27.80, the two combined not to exceed $54.30. 
| paid for railroad retirement benefits. She paid for her social security bene- 
fits but having her $26.50 deducted from her $54.30 she worked and paid social 
security for nothing. She should receive both her social security pension, also 
her railroad benefits. Why not put an amendment to Railroad Retirement 
Act, whereby a wife can get what she pays for, she should get both because she 
paid for hers and I paid in railroad retirement for her $54.30 if she had never 
worked a day, she would still get her $54.30 railroad pension. Because she 
worked on social security she is penalized $26.50 per month. Is this fair? 
You know it is not. If you pay for something you should get what you pay 
for, 1 wrote Mr. Wayne Morse also Mr. Oren Harris last year in regards to 
this; never got a reply from either one. A man retired on railroad can also 
draw social security if he worked when furloughed on social security and is 
entitled to both—no deductions. 
Let me hear your views on this. 


ELMer R. HENRY. 
The CuatrrMAN. Thank you for your appearance, Mr. Wampler. 
Mr. Wamepter. Thank you, Mr. Chairman. 
The Cuarrman. We will now hear our colleague from Minnesota, 
the Honorable Joseph E. Karth. Mr. Karth? 


STATEMENT OF HON. JOSEPH E. KARTH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Kartu. Mr. Chairman, I appreciate this opportunity to make 
a statement in support of H.R. 1012 and similar bills which would 
improve the benefits provided under the Railroad Retirement Act and 
the Railroad Unemployment Insurance Act. 

In the last session of Congress, while there was enacted important 
legislation which was of substantial benefit to the operations and 
financial health of the railroad employees, the bill similar to H.R. 
1012 which would have helped railroad companies, although reported 
favorably by this committee, failed to be enacted. I believe a tragic 
wrong was done, especially to the tens of thousands of railway workers 
who thus failed to win improved unemployment benefits to which, in 
justice, they are*entitled. As testimony before this committee last 
year brought out, a high proportion of the men and women who suffer 
the loss of their jobs for long periods, or even permanently, as the 
result’ of technological change, are older employees with long service. 
It was indicated in those hearings that while improved unemployment 
insurance benefits, as proposed by H.R. 1012, could be of substantial 
assistance in alleviating hardship of unemployment that through 
the:cooperation of railroad management with railroad labor and the 
Railroad Retirement Board, the extra burden of those benefits to the 
railroads can be largely avoided by transferring and converting fur- 
loughed workers to new jobs which are constantly opening up in thé 
industry. 

The amendment to the Railroad Unemployment Insurance Act pro- 
posed by H.R. 1012 will, I believe, provide a worthwhile inducement 
to reemploy faithful, capable, and experienced workers whose un- 
employment might otherwise be a loss to the industry and to the Nation. 

I urge that the committee also support the amendments to the Rail- 
road Retirement Act incorporated in H.R. 1012 for it has become 
obvious in the past few years that the growing burden of inflation is 
reducing even further the already inadequate standard of living im- 
posed on railroad retirees, on widows and children who are dependent 

87110—59 7 
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upon the fixed incomes of pensions and annuities of the railroad re. 
tirement system. 

Since 1951, benefits under the Railroad Retirement Act have lagged 
behind the ever-mounting cost of living. This hard fact makes mog; 
essential the enactment of the modest 10 percent increase in monthly 
benefits provided in H.R. 1012 and similar bills. Such an increage 
is both fair and economically necessary. 

The proposed change in granting the social security system privilege 
of earlier retirement at 62 years of age to women employees and wives 
of retired employees on a reduced annuity basis should also be adopted, 

Mr. Chairman, I urge that the committee give its approval to H. R. 
1012 and help restore fairness and equity for the railroad retirees, the 
widows and children, and help substantially the unemployed railroad 
workers who have suffered over much in recent years from the hard- 
ships of inflation and the confusions of a changing industry. 

The CuHarrMan. We appreciate your interest in the legislation, Mr, 
Karth, and your appearance before the committee. 

Mr. Kartu. Thank you, Mr. Chairman. 

The Cruarrman. The next witness is our colleague from California, 
the Honorable Harold T. Johnson. Mr. Johnson, we will be glad to 
hear you at this time. 


STATEMENT OF HON. HAROLD T. (BIZZ) JOHNSON, A REPRESENTA. 
TIVE IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Jounson. Mr. Chairman, I appreciate the opportunity to make 
a brief statement. in connection with my bill, H.R. 3972, and similar 
legislation to amend the railroad retirement and railroad unemploy- 
ment insurance systems. 

This legislation is of utmost importance to the railway workers and 
I hope it will be adopted. As pointed out by the general counsel of 
the Railway Labor Executives Association, an increase of at least 10 

ercent in benefits should be granted due to the rise in living costs. 
he 10 percent increase adopted by the Congress in 1956 in terms of 
today’s fiving costs had now been cut to just a little over 1 percent, 

I want also to mention the other section of the bill which would 
increase railroad unemployment insurance benefits. You have de- 
tailed information on this situation before you. In essence, it would 
grant a modest increase from $8.50 a day to $10.20 a day, thus per- 
mitting a maximum benefit. of $51 a week, This amount would rep- 


resent about 60 percent of the average railroad worker’s pay. Ti 


contrast, workers in most other industries receive approximately 65 
percent of their average weekly wage. 

T thank you. 

The Cuatrman. Thank you, Mr. Johnson. Other members who 
have introduced various bills may have permission to include their 
statements in the record at this point if they desire. 

I have a statement from the National Association of Retired and 
Veteran Railway Employees signed by Mr. C. W. T. Robinson, grand 
secretary-treasurer, which will be included in the record at this point. 
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(The statement referred to follows :) 


NATIONAL ASSOCIATION OF RETIRED AND VETERAN RAILWAY EMPLOYEES, 
Reading, Pa., January 29, 1959. 

Mr. W. E. WILLIAMSON, 
Clerk, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

My Deak Mr. WILLIAMSON: Notice of hearings on bills to amend the Railroad 
Retirement Act received. 

It is not the intent of Mr. Guy F. Fain, grand president, to appear before the 
eommittee as a witness. However, we do request the attached statement be 
made a part of the record of the committee. 


As an association we endorse the bills that have been presented by Mr. Harris 
and Mr. Bennett, namely H.R. 1012 and H.R. 1013. 
Very truly, 
C. W. T. Rosrnson, 
Grand Secretary-Treasurer. 


STATEMENT OF Guy F. Fain, GRAND PRESIDENT, NATIONAL ASSOCIATION OF 
RETIRED AND VETERAW RAILWAY EMPLOYEES 


Mr. Chairman and members of your committee, my name is Guy F. Fain. 


My home is in Glendale, Ohio. 


The association I represent urges your approval of House bills H.R. 1012 and 
H.R. 1013, presented by the able chairman of your committee, Mr. Harris, and 
the senior minority member, Mr. Bennett. 

These bills have the endorsement of the Railway Labor Executives’ Associa- 
tion, and certainly provide only for such increases that are within the ability of 
the Retirement Board to meet, without affecting the stability of the retirement 
funds. 


Feeling that the interests of our members will be ably represented by those 
who will appear before your committee in behalf of the Railway Labor Execu- 
tives’ Association, we have not requested the privilege of appearing before your 
committee. 

The CHarrMan. Now, we are glad to welcome again to the commit- 
tee the Chairman of the Railroad Retirement Board, Hon. Howard 
W. Habermeyer. 

Mr. Habermeyer, we are glad to have you again before the commit- 
tee on this subject. We have been striving now for a number of years 
to get a satisfactory program worked out. I hope that by getting 
an early start at this time we can finally bring a definitive program 
that will be as nearly acceptable as possible and in the interest of not 
only the railroad employees but the industry itself as well as the 
American public. 


ou may proceed with your statement. 


STATEMENT OF HOWARD W. HABERMEYER, CHAIRMAN, RAFEROAD 
RETIREMENT BOARD 


Mr. Hasermeyrer. Mr. Chairman and members of the committee, my 
name is Howard Habermeyer. I am the Chairman of the Railroad 
Retirement Board. It is a pleasure to appear before this committee 
again and to discuss proposed amendments to the Railroad Retire- 
ment and Railroad Unemployment Insurance Acts. 

In accordance with your request, I have attached to this statement 
a compilation of the bills that have been introduced to amend the two 
acts. Included in this compilation are some 20 bills on which the 
Board has had the opportunity to file reports with your committee. 

The Board unanimously opposed the enactment of all these bills, 
except H.R. 1012 and similar bills, because they proposed to increase 
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benefits and made no provision for the additional needed revenue. Ip- 
cluded in the Board’s report on H.R. 1012 we gave the committee g 
very detailed analysis of the provisions of this bill, and you, Mr. 
Chairman, gave a summary of it this morning. I would like to skip 
over the summary that I have in my statement. 

The Cuatrman. Very well. Your entire statement will be included 
in the record, Mr. Habermeyer. 

(The statement referred to follows :) 


STATEMENT OF HowarRD W. HABERMEYER, CHAIRMAN, RAILROAD RETIREMENT 
BoakbD 


Mr. Chairman and members of the committee, my name is Howard W. Haber. 
meyer. I am the Chairman of the Railroad Retirement Board. It is a pleasure 
to again appear before this committee and discuss proposed amendments to 
the Railroad Retirement and Railroad Unemployment Insurance Acts. In ae. 
cordance with your request, I have attached to this statement a compilation of 
the bills that have been introduced to amend our acts. Included in this com- 
pilation are some 20 bills on which the Board has had the opportunity to file 
reports with your committee. The Board unanimously opposed the enact- 
ment of all these bills except H.R. 1012 and similar bills, because they proposed 
to increase benefits and made no provision for the additional needed revenue. 
Included in the Board’s report on H.R. 1012 we gave the committee a very de- 
tailed analysis of the provisions of this bill. I would like for the record to 
summarize the major items of this proposal. 


AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


1. All retirement and survivor annuities, including spouses’ annuities, eom- 
puted under the regular railroad retirement formulas, including the minimum 
formulas, would be increased by 10 percent, effective with respect to annuities 
accruing for January 1959 and thereafter. 

2. All retirement and survivor annuities, including spouses’ annuities, com- 
puted under the overall social security minimum would be increased by 10 per- 
cent, effective with respect to annuities accruing for January 1959 and there- 
after. 

8. All pensions payable under section 6 of the Railroad Retirement Act would 
be increased by 10 percent, effective with respect to pensions due on February 1, 
1959, and thereafter. 

4. The maximum amount of monthly compensation creditable for benefit pur- 
poses would be inereased from $350 to $400 effective with respect to services 
rendered after 1958. 

5. The formula for computing the residual lump sum would be amended, in 
conformity with amendments proposed to the Railroad Retirement Tax Act to in- 
crease the tux rate and to increase the maximum monthly tax base to $400, by 
increasing the percentage factor applicable to compensation after 1958 and before 
1962 to 714 percent and to compensation after 1961 to 8 percent, and by increas- 
ing the maximum amount of compensation to which such factors are applicable 
from $350 to $400 for any month after 1958, 

6. The privilege now available to a male employee with 30 years of service 
of electing to receive a reduced annuity at age 60 would be available to women 
employees with 19 years of service at age 62. 

7. Spouses of annuitants, age 65 or more, would have the right to elect to re- 
ceive a_reduced spouse’s annuity at age 62. 

&. The reduction in 6 and 7 would be by one one-hundred-and-eightieth for 
each calendar month the beneficiary is under age 65, and both provisions would 
be effective for annuities for January 1959 and thereafter. 

9. The earnings test now applicable to disability annuitants, under which 
such an annuitant under age 65 does not receive his annuity for any month in 
which he is paid more than $100 in earnings, would be modified by a proviso 
to the effect that if the annuitant’s total earnings in any calendar year do not 
exceed $1,200, the annuity otherwise not payable because of his earnings in ex- 
cess of $100 in any month in the year would become payable. Should the an- 
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nuitant’s earnings exceed $1,200 in any year, loss of annuity would not exceed 
one month’s annuity for each $100 that the annuitant earned in excess of $1,200, 
treating any remainder of such excess of $50 or more as $100. This amendment 
would be effective beginning with the calendar year 1959. 

Earnings from employment with an “employer” as defined in the Railroad 
Retirement Act, and from employment with the disability annuitant’s last em- 
ployer before he retired, whether or not a railroad employer, would not count 
toward this $1,200 maximum, since no annuities are payable in any event under 
section 2 (d) of the act for any month in which the disability annuitant had 
such employment, regardless of the amount of earnings in that employment. 

10. The earnings test now applicable to survivor annuitants living outside the 
United States—no more than 6 days remunerative activity in a month—would 
be changed, effective with annuities accruing after 1958, to the yearly earnings 
test applicable to survivor annuitants who are United States residents. 


B. AMENDMENTS TO THE RAILROAD RETIREMENT TAX ACT 


1. The bill would increase, effective January 1, 1959, the tax rate on em- 
ployees and employers from 6% percent to 634 percent on the employee’s com- 
pensation earned up to $400 in any month after 1958 and before 1962, and to 7%4 
percent of the employee’s compensation up to $400 earned in any month after 
1961. This tax rate would be increased, with respect to compensation paid after 
December 31, 1964, by the same number of percentage points, or fractions of per- 
centage points, by which the then current sociai security tax rate exceeds 2% 
percent, the social security tax rate scheduled to be in effect from 1960 through 
1964 under the social security amendments of 1956. 

2. The tax rate on employee representatives would be increased from 12% 
percent to 1314 percent, with respect to compensation earned up to $400 in any 
month after 1958 and before 1962, and to 1444 percent of compensation up to $400 
earned in any month after 1961. This tax rate would also be increased with re- 
spect to compensation paid after December 31, 1964, just as in the case of the 
employer and employee tax rates, but this increase would be by twice the num- 
ber of percentage points, or fractions of percentage points, by which the then 
current social security tax rate exceeds 2%4 percent. 

8. The withholdings required of employers of the taxes imposed on their 
employees would be increased in accordance with the increase in tax rate and 
tax base. 


C. AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


1. The maximum number of days of unemployment in the first registration pe- 
riod in a benefit year for which benefits may be paid would be increased from 
7 to 10 days, the same number as the law now provides with respect to all sub- 
sequent registration periods in the benefit year. 

2. A new schedule of increased daily benefit rates would apply, ranging from 
a minimum daily benefit rate of $4.50 for compensation of $500 to $699.99 in a 
year toa maximum daily benefit rate of $10.20 for compensation of $4,000 or more 
ina year. The proposed daily benefit rates are from 50 cents to $1.70 higher than 
present rates. The alternative minimum daily rate payable would be increased 
from 50 to 60 percent of the daily rate of compensation—with a maximum of 
$10.20 per day—for the employee’s last employment in which he was engaged 
for an employer during the base (calendar) year. 

3. The minimum earnings in a base (calendar) year which would qualify an 
employee for benefits in a benefit year (year beginning July 1) would be in- 
ereased from $400 to $500. 

4. The provisions in 1 and 2 above would be effective with respect to benefits 
payable-in the current benefit year which began on July 1, 1958, so that if the 
bill had been enacted as passed, the proposed increases in benefits would have 
been payable retroactively. 

5. The provision in 3 above would have been effective beginning with the 
calendar year 1958, so that an employee with earnings in 1958 of less than $500 
— have been a qualified employee for the benefit year beginning July 

‘ j 

6. An employee with less than 10 years of service who has, after June 30, 

1957, exhausted his rights to unemployment benefits under present law would 
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receive additional unemployment benefits, payable retroactively, for days of 
unemployment, not exceeding 65, which occur in registration periods beginning 
on or after June 19, 1958, and before April 1, 1959. 

7. An employee with 10 but less than 15 years of service, who did not volyp. 
tarily leave work without good cause or voluntarily retire, upon exhaustion of his 
rights to normal unemployment benefits under present law in a given benefit year 
would have such benefit year extended by an additional 7 successive 14-day pe- 
riods after such exhaustion, with a maximum of 65 days of additional benefits 

8. An employee with 15 or more years of service, who did not voluntarily leave 
work without good cause or voluntarily retire, upon exhaustion of his rights to 
normal unemployment benefits under present law in a given benefit year would 
have such benefit year extended by an additional 13 successive 14-day periods 
after such exhaustion, with a maximum of 130 days of additional benefits. 

9. Sundays and holidays could be compensable days of unemployment, just 
as any other day, whether or not such Sundays and holidays are preceded and 
succeeded by a day of unemployment. 

10. The extended benefit periods discussed in items 7 and 8 could begin ag 
early as January 1, 1958, and the provisions in items 2 and 9 would apply retro. 
actively to days of unemployment in such periods; but for unemployment ip 
general benefit years, the two last-mentioned provisions would apply, retro. 
actively, to benefit years beginning on and after July 1, 1958. 

11. To provide funds for the additional benefits recommended, the bill would 
increase the monthly limit on taxable compensation for services after 1958 
from $350 to $400 a month per employee and would increase the credit base 
as well, and would change the contribution or tax rate schedule so that when 
the balance in the railroad unemployment insurance account should fall below 
$300 million by September 30 of any year, including the year 1958, the rate 
in the following calendar year would be 3% percent instead of the present 3 
percent when the account falls below $250 million, with step changes to provide 
lower rates when the balance increases, with a minimum rate of 1% percent 
when the balance reaches $450 million. 

12. The bill would also provide an increase in the maximum creditable and 
taxable base from $350 to $400 a month on compensation earned by employee 
representatives after 1958; but this amendment has no practical significance— 
it is merely a formal amendment to conform to the pattern of the act since 
employee representative earnings are disregarded for unemployment and sick- 
ness insurance purposes, including contribution purposes. 

This bill provides more liberal benefits under both the railroad retirement 
and railroad unemployment insurance systems; further, it provides additional 
revenue for these benefits. In this regard, the additional taxes provided for 
the railroad retirement system would place that program on a sound financial 
basis. This has been one of my greatest concerns since, as you know, we are 
now operating with a serious deficiency of 4.18 percent of payroll or $213 
million per year on a level cost basis. Under the Railroad Unemployment Insur- 
ance Act, the raising of the maximum tax rate from 3 percent to 3% percent, 
I believe, will not be sufficient to provide the funds to pay the benefits proposed 
and I would recommend, if this bill is approved, that this rate be increased to 
4 percent. The balance in the unemployment insurance account is at a dan- 
gerously low level and even under the present program may be insufficient to 
pay the benefits due. The Board is preparing legislation to secure borrowing 
authority to tide us over the emergency we feel could occur this year. If this 
bill is given favorable consideration and even though the maximum tax rate 
is raised to 4 percent, we will still need this borrowing authority. 

The increases in benefits proposed would be desirable to our beneficiaries and 
I am happy that the additional taxes proposed would put the system on a 
sound actuarial basis. The only question remaining is whether the industry 
ean afford the additional taxes for, after all, a healthy railroad retirement 
system is dependent on a healthy railroad industry. 
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Principal provisions and level costs of bills introduced in the 86th Congress to 
amend the Railroad Retirement, Railroad Retirement Taz, and Railroad Un- 
employment Insurance Acts (includes bills introduced up to and including 


Feb. 2, 1959) 


LL 


Bill and sponsor 





———— 


17, Mr. Poff_.----- 
18, Mr. Poff_...--- 


nmr 


H.R. 
H.R. 


H.R. 219, Mr. Poff-.----- 


H.R. 220, Mr. Poff--..-.-- 


H.R. 223, Mr. Powell---- 


H.R. 225, Mr. Powell-.--| 


H.R. 735, Mrs. Church-.- 
H.R. 765, Mr. Friedel_---- 


H.R. 941, Mrs. St. George. 
H.R. 970, Mr. Van Zandt. 
H.R. 971, Mr. Van Zandt_ 
H.R. 972,Mr. Van Zandt. 


nm 
H.R. 977, Mr. Williams_. 
H.R. 1012, Mr. Harris_... 





See footnotes at end 


| (c) Raises the taxable ceiling to $400. 


Principal provisions 





Actuarially reduced spouses’ benefits at age 62_........-- 

(a) Full retirement annuities at age 60 with 30 years of 
service or after 35 years of service regardless of age. 

(b) Replaces the 1924-31 base period for determining the 
prior service average monthly compensation by the 
5 years of bighest earnings before 1937. | 

(c) Raises the limit on creditable compensation to $350 a 
month retroactively. 

(a) Repeals requirements for relinquishment of rights and 
Serna of work for an employer other than a rail- | 
road, | 

(b) Permits work after retirement for last employer if not 
a railroad. 

(a) Repeals the reduction in spouses’ benefits by amounts 
of certain social security benefits (retroactive to 
Oct. 31, 1951). 

(b) Repeals the dual benefit restriction on survivors’ 
benefits (already repealed). 

(a) Full retirement annuities after 30 years of service 
regardless of age. 

(6) Adds anew minimum for individuals with 30 years of 
service in the amount of 44 of their earnings in the 5 
highest years. 





(a) Full retirement annuities at age 60 or after 30 years of 

service regardless of age. 

(6) Adds a new minimum for annuitants retiring under 
(a) in the amount of 44 the average montbly com- 
pensation in the 5 highest years. 

(c) Retains present provisions for spouses. 

Eliminates the dependency requirements for husbands’ 

and widowers’ benefits. 

Changes the earnings limitation for survivor benefits 

from $1,200 per year to $1,800 per year. 

Identical to H.R. 225. 

Identical to H.R. 225. 

Identical to H.R. 219. 

Repeals the reduction in spouses’ annuities by amounts of 

certain social security or railroad retirement benefits. 

Identical to H.R. 220. 

1. Railroad retirement system— 

(a) Increases retirement and survivor benefits by 
about 10 percent including social security min- 
imum amounts and the maximum on spouses’ 
benefits. 

(b) —— the limit on monthly compensation to 


(c) Provides reduced annuities to women employees 
and spouses at age 62. 
(d) Liberalizes the disability work clause. 

(e) Changes the factor for the residual benefit. 

(f) Increases the combined tax rate by 1 percentage point 
for 1959-61 and by another percentage point after 
1961 with further increases after 1964 equal to the 
excess of the then effective social security rates over 
&44 percent. 

Estimated level costs: 3 

pO a SE eee SEE. | eee 
pT a teen 2 et es eee 

Total net cost for program 3 4 

OR | See ae eo ee Pat ee ee ieee 

2. Railroad unemployment insurance system— 

(a) Increases benefit rates by apout 20 percent. 

(b) Extends benefit duration for employees with 10 or 
more years of service with temporary extensions 
for other employees. 

(c) Eliminates the waiting period for unemployment 


Estimated addi- 


tional 


| Percent 


of payroll 


@ 


i) 
bo 
or 


.19 


3. 75 
3. 75 


-10 


—e 
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and the Sunday and holiday disqualifications. 
(d) Revises tax schedule with a maximum contribution 
rate of 3.5 percent on earnings up to $400 per month. 
(e) Minimum qualifying compensation in the base year 
increased to $500. 
pT Rf ene ee ae 
Maximum tax rate provided 3 
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Principal provisions and level costs of bills introduced in the 86th Congress ty 
amend the Railroad Retirement, Railroad Retirement Taz,'and Railroad Un- 


employment Insurance Acts (includes bills introduced up to and includ 


Feb. 2, 1959 )—Continued 


—_ -  _ 


Bill and sponsor 


Principal provisions 


TC Or Or OO 9. 


H.R. 1013, Mr. Bennett_. 
H.R. 1055, Mr. Roberts -- 


H.R. 1273, Mr. Lane_...- 


H.R. 1370, Mr. Van Zandt_ 
H.R. 1373, Mr. Van 


Zandt. 
H.R. 1374, Mr. Van 
Zandt. 


H.R. 1384, Mr. Winstead - 
H.R. 1385, Mr. Winstead - 
H.R. 2214, Mr. O’Neill__- 


. 2223, Mr. Siler - - - - - 
. 2500, Mr. Rains -- -- 
. 2541, Mr. Hechler- . 
. 2556, Mr. Porter.__. 
. 2814, Mr. Zelenko 
2916, Mr. G. P. 
ller. 
2925, Mr. Rhodes... 
3027, Mr. Loser -_-_- 
. 3052, Mr. O’ Neill_-- 
Friedel _- 


. 3166, Mr. 
. 3219, Mr. Staggers. - 
Dorn 


. 3289, Mr. 


Daa 


rl slllalaMisslslslsls 
ne phhe Sh 


. 3440, Mr. 
. 3469, Mr. 
. 3478, Mr. 


Bailey... 
Foley... 
Lane 


alia 
bd bo bd 


H.R. 3483, Mr. Mce- 
Dowell. 

H.R. 3511, Mr. Van Pelt_ 

H.R. 3705, Mr. Bennett 
of Florida. 





Identical to H.R. 1012. 

Provides that railroad retirement benefits shall not be 
included as income for purposes of the income restric- 
tion for VA non-service-connected disability pensions. 

Similar to H.R. 4353, 85th Congress as reported on 
August 12, 1958. Costs for the retirement parts of H.R. 
4353 as reported (after adjustment for the effects of the 
1958 social security amendments) are: 

ORIN NON ts ae Sel eee lba. Joa. sawess 
Level future taxes 3__................-. De asibuduamee 

Identical to the retirement part of H.R. 1012 

Identical to the unemployment insurance part of H.R. 
1012. 

Increases aged widows’ and widowed mothers’ benefits 
by 20 percent including those computed under social 
security formulas. 

Identical to H.R. 2214. 

Identical to H.R. 220. 

Identical to H.R. 4353, 85th Congress, as originally intro- 
duced. Costs for the retirement parts of the bill (after 
adjustment for the effects of the 1958 social security 
amendments) are: 

BE 5 ees ee oe ae See ee 
Lewes Satarmiemes Subse. db eek 5k 5s ¢ 

Identical to H.R. 225. 

Identical to H.R. 1055. 

Identical to H.R. 2214. 

Identical to H.R. 1012. 

Identical to H.R. 1012. 

Identical to H.R. 1012. 

R 


Identical to H.R. 1012. 

Identical to H.R. 1012. 

Identical to H.R. 1012. 

Identical to H.R. 1012. 

Identical to H.R. 1012. 

(a) Full retirement at age 60 with 30 years of service or 
after 35 years of service regardless of age. 

(b) Replaces the 1924-31 base period for determining the 
prior service average monthly compensation by the 
5 years of highest earnings before 1937. 

(c) The maximum spouse’s benefit would be 10 percent 
above the highest amount possible under the Social 
Security Act. 

(d) The limit on creditable monthly compensation is in- 
creased to $400 per month. For taxing purposes 
the limit would, 

Identical to H.R. 1012. 

Identical to H.R. 1012. 

Provides for refund of employee’s railroad retirement 

taxes with 6 percent interest at option of any employee 
who terminates his railroad employment, and who is 
not eligible for benefits at that time. His railroad 
credits would be voided for purposes of both the Rail- 
road Retirement and the Social Security Acts. 

Identical to H.R. 1012. 


Identical to H.R. 1012. 
(a) Full retirement benefits at age 60 with 30 years of serv- 
ice or after 35 years of service regardless of age. 


(b) Female spouses to receive full annuity at age 60..-_-.|_.--- ounte 


(c) Average monthly compensation for both prior and 
subsequent service employees based upon the 5 
highest years after 1923. 

(d) All benefits increased 10 percent including social 
security and spouse maximum amounts. 

(e) A further increase of 10 percent to all beneficiaries 
upon attaining age 70. 


See footnotes at end of table, p. 99. 
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Principal provisions and level costs of bills introduced in the 86th Congress to 
amend the Railroad Retirement, Railroad Retirement Taz, and Railroad Un- 


employment Insurance Acts (includes bills introduced up to and including 
Feb. 2, 1959) Continued 


——$—$—————————————— ————_ Oovrvrvre ro oOcS OO ns 














Estimated addi- 
tional costs ! 
and sponsor | Principal provisions 
oa mT Percent | Dollars 
of payroll| per year 
(millions) 
H.R. 3705, Mr. Bennett | (f) Disability annuitant may earn up to $200 a month 97.75 395 
of Florida—Continued without suspension of annuity. 
(g) Repeals the reduction in spouses’ annuities by cer- 
tain social security benefits. 
(h) Permits survivor benefits under both the Railroad 
Retieeenenst and Social Security Acts simultane- | 
ously. 
(i) Benefits payable for fraction of month in which bene- 
ficiary dies. 
| (j) Removes restriction against “last person” service. 
| (k) Minimum interest rate on investments of the rail- 
road retirement account to be increased to 4 per- 
cent. 
H.R. 3736, Mr. Mack-.---| Identical to H.R. 1012. 
H.R. 3761, Mrs. Simpson.| Repeals reduction in annuities based in part on military 10, 02 1 
a by benefits paid by the Veterans’ Administra- 
tion. 
H.R. 3857, Mr. Flynn....| Identical to H.R. 1012. 
H.R. 3891, Mr. Broyhill..| Identical to H.R. 1012. 
H.R. 3928, Mr. Tollefson.| Identical to H.R. 1012. 








1 Unless indicated otherwise, the figures reppennnt additional costs and relate to a level taxable payroll 
of $5.1 billion a year for a $350 limit on monthly compensation. 
? Small. 


4 Relate to a level taxable payroll of $5.6 billion a vear for a $400 limit on monthly compensation. 

4 After allowing for funds on hand and estimated gains from the financial] interchange with the social 
security system. 

§ Overall cost figures, not additional costs only. 

‘ Negligible. 


1 Cost of tax refunds will be offset by savings resulting from elimination of benefits and refund of social 
security taxes paid with respect to these individuals under the financial interchange with the social security 
stem, 


sy 
§ No net costs. 


* Without the increase in the guaranteed minimum interest rates the additional costs would have been 
about 9% of payroll or $459 million a year on a level basis. 
10 Relates only to military service already credited. 


Source: Office of the Chief Actuary, Office of Director of Research, U.S. Railroad Retirement Board. 


Mr. Hasermeyer. This bill provides more liberal benefits under 
both the railroad retirement and railroad unemployment insurance 
systems; further, it provides additional revenue for these benefits. 
In this regard, the additional taxes provided for the railroad retire- 
ment system would place that program on a sound financial basis. 

This has been one of my greatest concerns since, as you know, we 
are now operating with a serious deficiency of 4.18 percent of payroll 
or $213 million per year on a level cost basis. Under the Railroad 
Unemployment Insurance Act, the raising of the maximum tax rate 
from 3 percent to 314 percent, I believe, will not be sufficient to pro- 
vide the funds to pay the benefits proposed; and I would recommend, 
if this bill is approved, that this rate be increased to 4 percent. 

e balance in the unemployment insurance account is at a danger- 
ously low level and even under the present program may be insufficient 
to pay the benefits due. The Board is preparing legislation to secure 

rrowing authority to tide us over the emergency we feel could 
occur this year. 

If this bill is given favorable consideration and even though the 


maximum tax rate is raised to 4 percent, we will still need this bor- 
rowing authority. 
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The increases in retirement benefits proposed would be desirable for 
our beneficiaries, and I am happy that the additional retirement taxes 
proposed would put the system on a sound actuarial basis. The only 
question remaining is whether the industry can afford the additional 
taxes for, after all. a healthy railroad retirement system is dependent 
on a healthy railroad industry. 

I have taken no position with respect to this bill. I don’t feel that 
my information is sufficient to make a sound judgment and determina- 
tion as to whether or not the industry can stand the additional cost, 

You, Mr. Chairman, and your committee, who have reviewed the 
various aspects of the railroad industry, are in a much better position 
to know and decide what the industry can handle with respect to costs 
and whether or not these benefits should be approved. 

I will be very happy to answer any questions which the committee 
might have. 

The CHATRM: in. Does the committee understand you to say that you 
take no position as to the legislation ? 

Mr. Hasermeyer. That is right; yes, sir. 

The Cuarrman. You feel that it is congressional policy at this 
time, and you are not in a position to recommend to the committee 
whether or not these provisions should be adopted ? 

Mr, Hasermeyer. Let me say this: I think that the desirability of 
increasing benefits is well founded, but equally important is whether 
or not the industry has the wherewithal to support such a program, 
In the latter regard, I don’t feel I am particularly well qualified to 
make a decision as to what the industry can or cannot stand in the way 
of taxes. 

The CuHatrman. Do I misunderstand the report of the Railroad 
Retirement Board ? 

Mr. Hasermeyer. The three members went three ways. I took no 
position. The labor member was in favor of the bill and the manage- 
ment member opposed it. 

The Cuarrman. We are certainly glad to have these particular view- 
points so the committee may have the different views. 

Mr. Hasermeyer. I do feel very strongly with respect to the two 
items I mentioned—that is, the necessity for borrowing authority and 
the need for a tax rate higher than is provided in the unemployment 
contribution part of the bill. 

The CuHarmman. What position do you take with reference to 
making the present program actuarially sound ? 

Mr. Hapnermeryer. I am very strongly in favor that something be 
done immediately to take care of the actuarial deficiency facing us at 
the present time. 

The Cuarrman. I believe you sent a letter to both the railway labor 
executives and management of the railroad industry sometime ago and 
asked that both take cognizance of the present situation and endeavor 
to get together and come to the Board and Congress with a recom- 
mendation. Is that true? 

Mr. Hasermeyer. Yes, sir. 

The Cuarrman. What reaction did you get? 

Mr. Hazermeyer. I am having a meeting this afternoon with Mr. 
Loomis of the Association of American Railroads and Mr. Leighty, 
the president of the Railway Labor Executives Association. I hope 
to get some agreement at that time. 
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The CHarrMAN. I must state as chairman of the committee and also 
just as a member of Congress, that it has been contemplated that these 

earings would be initiated very early in this session and, as a matter 
of fact, there have been some who have been insistent that the commit- 
tee start these hearings even before this time. ; 

I am just wondering why an effort has not been made for this 
meeting to have been held sooner in order that this committee could 
now have the benefit of whatever was done. 

Mr. Hasermeyer. Efforts have been made. This is the earliest op- 
portunity that we have had to meet. 

The CuarrMan. As I understand, you sent your letter out some- 
time last year, probably November. 

Mr. HaserMeyYeER. In October, the latter part of October. 

The CuarrmMan. Are we to assume that we have embarked on a pro- 

ram over a period of several years and come into a hearing to develop 
it and then there are going to be efforts otherwise to get together and 
try to develop something else? _ 

Mr. Hasermeyer. I don’t think that this would necessarily have 
anything to do with the bill that is before the committee now. If the 
Congress, as it did last year, takes no action 

The Cuarrman. The Congress is going to take some action. We 
have been waiting long enough. We are going to do something 
about it. 

Mr. Hanermeyer. We have to get this system on a sound financial 
basisnow. Every year we delay puts us in that much poorer financial 
condition. 

The CuarrmMan. I am very glad to know that you are going to have 
sucha meeting. Did you say this afternoon? 

Mr. Hasermeyer. Yes, sir. 

The Cuairman. In an effort to try to reach some understanding, 
but I am quite disappointed that such a meeting has not already been 
held in order that we could have the benefits of such discussion as we 
start these hearings. 

Mr. Hasermeyer. I am, too. 

The Cuarrman. Does anyone have any questions? 

Mr. Mack. Mr. Chairman. 

The CHarmman. Mr. Mack? 

Mr. Mack. Thank you, Mr. Chairman. I would like to ask if the 
other two members of the Board concur with you in your thought 
that you needed to secure authorization for borrowing power? 

Mr. Hasermeyer. I think so; yes, sir. 

Mr. Mack. In other words, all three members of the Board feel 
it isnecessary to borrow money ? 

Mr. Hanermeyer. Yes, sir. 

Mr. Mack. When do you anticipate having this situation arise? 

Mr. Hasermerer. Probably around the middle of the year, the 
month of July or August. The economists say that under our pres- 
ent program we could possibly slide by with keeping a balance in the 
fund of possibly some $10 to $20 million. 

That, to my way of thinking, is too close and we have to secure 
the necessary authority to have the money available to pay benefits 
when they are due. 


Mr. Mack. Then your opinion is based on the amount of outlay at 
the present time ? 
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Mr. Hasermeyer. Yes, sir. 

Mr, Mack. It is not based on any change of the law? 

Mr. Hasermeyer. No, sir; but this would make such borrowing 
authority necessary, too. 

Mr. Mack. What I wanted to make very clear was that you had 
anticipated securing this authority before there was any proposed 
change in the law, is that correct ? 

Mr. Hasermeyer. Yes, sir. 

Mr. Mack. Thank you, Mr. Chairman, 

The Cuarrman. Mr. Younger? 

Mr. Youncer. Mr. Habermeyer, do you see any reason why this re- 
tirement fund could not be returned to the employers and employees 
and managed outside of the Government just the same as the airlines, 
and the buses and the rest of the transportation system handle their 
retirement funds? 

Mr. Hasermeyrer. I think, as far as I am concerned, I would be 
against such a move. This is not something novel as far as the Board 
is concerned, The railroad industry, by and large, has been treated 
pretty much as a separate entity by the Congress. 

They have a separate railway labor law and they have a separate 
agency that governs their regulations with respect to rates and other 
factors. 

In line with your question to Congressman Van Zandt asking about 
whether or not it could not be handled as a supplemental system, we 
have a supplemental system to social security now. Through the 
financial interchange provisions of our law, we pay the social security 
system the equivalent of social security taxes. They, in turn, reim- 
burse us the equivalent of benefits that they would have paid on the 
basis of railroad service, so that we have now, through this provision, 
a reinsurance program with the social security system; a supple- 
mental program, so to speak. 

Mr. Youncer. The airlines are under the Federal Government 
for jurisdiction the same way that the railroads are, but they have 
never come to the Government nor do they insist on the Government 
handling their retirement fund. 

Mr. Hasermeyer. I think the Government can be proud of the way 
the railroad retirement system has developed. I refer to the fact 
that railroad employees can rest at ease with respect to the protection 
of the retirement fund, and the fact that, when they come to draw 
benefits, they know that money will be available. 

I think Government supervision is desirable and has its advantages. 

Mr. Youncer. Would you recommend then, that the Government 
take over the retirement for the airlines, and the bus lines and all of 
the other means of transportation ? 

Mr. Hasermeyer. No; I think that is their problem. I am not 
recommending that any changes be made with their systems. I would 
hate to see any change made with respect to ours. 

Mr. Younger. That is all, Mr. Chairman. 

The Cuarrman. Mr. Rogers? 

Mr. Rogers of Texas. Mr. Habermeyer, for the purposes of the 
record, what is the amount of the present income insofar as the con- 
tributions are concerned in the railroad retirement fund? 

Mr. Hasermeyer. Contributions to support the unemployment 
program ? 
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Mr. Rocrers of Texas. No; not the unemployment, the retirement. 
Mr. Hasermeyer. It has been in the neighborhood of $600 million 
ear. 
oor. Rocers of Texas. What are your requirements a year at the 
present time ! 1) 

Mr. Hasermeyer. The. $600 million I was speaking of represents. 
tax contributions. Last year, we paid out $744 million in benefits. 
There is a difference, but we collected over $124 million from the 
social security system, through the financial interchange provision 
that I mentioned to Congressman Younger, and we collected more 
than $100 million in interest on the funds we had in the account. Al- 
though the taxes we collected did not equal our expenditures, our 
total income did exceed the expenditures. 

Mr. Rocers of Texas. Your total income did exceed your expendi- 
tures ? 

Mr. HaperMeyer. Yes, sir. 

. Mr. Rogers of Texas. Of course, that is the point. Then the fund 
is now presently in a status of actuarial soundness; is it not? 

Hr. Hasermeyer. No, sir.. Under insurance systems such as ours, 
the benefit costs in the early years are relatively light. The further 
you go, those costs become heavier and higher. When we speak of 
actuarial level cost, the cost is determined over the length of the 
system—I don’t know the number of years the actuaries use to de- 
termine this average, probably 100 years, recognizing that in the 
early years your costs won’t be as high and you will accumulate a 
surplus. When you get close to maturity the funds, which you have 
on deposit, or the balance built up, will earn sufficient interest. to 
carry the difference. 

r. Rocers of Texas. I did not mean actuarial soundness. I meant 
solvent. 

Mr. HaserMeyer. We are operating right now on an actuarial 
deficiency of about $213 million a year on a level-cost, basis. 

Mr. Rogers of Texas. The interest as proposed in this bill will solve 
that? 

Mr. HasermMeyer. Yes, sir. 

Mr. Rogers of Texas. According to your best opinion ? 

Mr. Hasermeyer. Yes, sir. It will put it so close to a sound basis 
that it doesn’t give me any concern. 

Mr. Rocers of Texas. That is based on the present figures that you 
have available, that is, the present employment status of the railroads? 

Mr. Hanermeyer. We are anticipating that the railroad_situation 
Will improve some in the future. 

Mr. Rocers of Texas. Do you use that anticipation to reach your 
conclusion ? 

Mr. Hapermeyer. Yes, sir. 

Mr. Rocers of Texas. What I am getting at is this: The question 
of actuarial soundness is a fluctuating thing. It can fluctuate up or 
down by reason of something you did or did not anticipate. ; 

Mr. Hasermeyer. It is always adjusted to practical experience. 
We can anticipate in the future but, as time goes by and we have 
our actual experience, we can look to that information to supplement 
our judgment with respect to the future. 
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Mr. Rocers of Texas. If the anticipation of Mr. Van Zandt. with 
regard to employment should become true it would affect the actuarial 
soundness of this situation, would it not ? 

Mr. Hapnermerer. If it were to be nationwide. I think Mr. Van 
Zandt probably had some very good reasons for his statement. 

I, however, feel that there will be some railroads which will bene- 
fit by the St. Lawrence Seaway, of which Mr. Van Zandt spoke, 

Mr. Rocers of Texas. You feel, though, that Mr. Van Zandt’s 
opinion would probably be confined only to an isolated area and 
would not be nationwide? 

Mr. Hasermeyer. That is right, sir. 

Mr. Rocrers of Texas. With relation to the unemployment com- 
pensation fund, what is the status of that fund ? 

Mr. Hasermeyer. As of the end of December 1958, we had a bal- 
ance of approximately $85 million and that is what’s left of a fund 
of about $175 million in June. Based on a report I received yester- 
day, the benefits paid last week amounted to about $5 million. 

The payments have been running in excess of $5 million a week. 

Mr. Rogers of Texas. Has that been increasing ? 

Mr. Hazermeyer. No, it has been leveling off the last month or 
two. It has been holding at that level, and we anticipate, and hope, 
that it is going to decrease. 

Mr. Rocers of Texas, If these continued layoffs should happen it 
would mean an increase in your payouts, would it not? 

“Mr, Hapermeyer. Then we would be in trouble. 

Mr. Rocers of Texas. And, of course, a corresponding decrease in 
your income. 

Mr. Hasermeyer. Yes, sir. 

Mr. Rocers of Texas. How long do you think the present balance 
would last you under present conditions? 

Mr. Hasermeyer. As I said a moment ago, it will be touch and 
g6 unless something unusual happens. We may get through the rest 
of this year without going broke or without actually depleting the 
fund, but it is going to be too close for comfort. 

Mr. Rocers of Texas. That will depend upon employment, will it 
not ? 

Mr. Hazermerer. Yes, sir. 

Mr. ‘Rocers of Texas. Mr. Habermeyer, with regard to borrowing 
authority, you say that 314 percent will not be sufficient to sustain this 
unemployment compensation fund ? 

’ Mr. Hapermeyer. In my judgment, it is not sufficient. 

Mr. Rocers of Texas. Is that based on the present situation or your 
projected thinking into the future on what the present situation shows, 
anticipating that there may be an uptrend in the railroad business! 

Mr. Hanermeyrer. No, sir; it is on the basis of the increases in bene- 
fits provided by this bill. 

Mr. Rocers of Texas. I mean based upon the present figures that 
you have as to your present experience, I say. 

Mr. Hasermeyer. By and large our estimate is that we have about 
reached the bottom now and we look for some little increase in railroad 
employment in the future. 

Mr. Rocers of Texas. However, you think it will require 4 percent 
to make it solvent? 
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Mr. Hanermeyer. Yes, sir. 
Mr. Rocers of Texas. How much leeway will that 4 percent give 
ou? Would it give you a pretty good cushion? w 

Mr. Hasermeyer. Our research people estimate the cost to be about 
3.75 percent. If we were starting off with a fund of a sizable balance 
I would say we could take a chance on 314 percent, but with the fund 

ractically depleted, we should, in my judgment, go to the next higher 
Ptirs, 4 percent. 

Mr. Rocers of Texas. If you are creating that cushion, why do you 
need borrowing authority ? 

Mr. Hasermeyer. To get over the first hump this year. The bene- 
fits called for in the bill, on a retroactive basis, would impose imme- 
diate liabilities to the system. 

Mr. Rogers of Texas. Do you mean with the passage of this bill 
at 314, the increases in the benefits that were retroactive would eat 
up what you have and put you on a deficit ¢ 

Mr. HaserMeyer. Yes, sir. 

Mr. Rocers of Texas. Now, do you think if that borrowing au- 
thority was limited to 1 year it would solve the problem ? m 

Mr. Hasermeyer. I think so. I would be willing to take a chance 
on it. 

Mr. Rocers of Texas. That is all, Mr. Chairman. Thank you. 

The CHarrMan. Mr. Avery. 

Mr. Avery. Mr. Habermeyer, I would like to direct my question 
again to the unemployment insurance section. Under existing law the 
railroad employee who is separated can draw his benefits now for how 
many days? 

Mr. Hangrmeyer. Under present law? 

Mr. Avery. Yes. 

Mr. Hasermeyer. 130 days. 

Mr. Avery. I don’t like to get into an arithmetic lesson, but just 
to make sure I am reading this right, as this bill is written for the 
railroad employee who has worked 10 years or less, we are going 
to give him 65 more days. 

Mr. Hasermeyer. That is right, sir. 

Mr. Avery. Then, for the employee who has worked 10, but not to 
exceed 15, we are going to give him 65 more? 

Mr. Hasermeryer. Not on top of the first 65 days. He gets 65 
days, too. 

Mr. Avery. But not an extra 65? 

Mr. Hapermeyer. No, sir. 

Mr. Avery. It is a little confusing here. We are now up to 195 
days. Now, for the employee who has worked more than 15 years, 
what are we going to give him? E 

Mr. Hasermeyer. An extra 65 days. 

Mr. Avery. In other words, we are just about putting him on a 
full-retirement pension then, are we not, because now we have 260 days. 
Mr. Hanermeyer. 260 days is correct, about a year’s benefits. 

Mr. Avery. Am I correct that it is by the year? If a man is laid 
off who has worked 15 years and is paid unemployment compensation 
for 260 days and is not called back to work, after 1 year expires, 
does that 260 days start all over again? ‘ 

Mr. Hapermeyer. There are circumstances where this possibly 
could happen. If an employee had 2 base year credits which establish 
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his entitlement to unemployment funds in each benefit year, it could 
continue on, yes, sir. 

Mr. Avery. Is that basically the formula that he has 2 years con. 
tinual service? He would have to have to be able to get up to 15 years 
would he not? 

Mr. Hasermeyer. Yes, sir. We have some unusual cases where it 
could extend beyond the year that you mentioned. 

Mr. Avery. May I say it this way, then: Generally speaking, if 
this bill were to pass, the railroad employee who had worked for 15 
years could reasonably assume to draw unemployment compensation 
for 260 days out of the year? 

Mr. Hasermeyer. 260 days; yes, sir. 

Mr. Avery. I notice in your statement here on page 4 you say that 
the proposed 314 percent rate—Mr. Rogers developed this point— 
would be insufficient to meet the reasonably anticipated needs under 
the unemployment insurance. 

If we were to drop off the extra 130 days and the extra 65, days, in 
other words, bring railroad employees up into the same general clas- 
sification, we did for most other employees under unemployment 
insurance in the 85th Congress, would the 314 percent proposed rate 
be sufficient to meet the needs under that kind of a formula? 

Mr. Hasermeyer. We have not run any figures on that, but my 
judgment would be that 314 percent would be sufficient. 

Mr. Avery. That is all, Mr. Chairman. 

The Cuarrman. Mr. Nelsen? 

Mr. Neusen. My question has been answered. Thank you. 

The Cuarrman. Mr. Friedel ? 

Mr. Frrepet. Mr. Habermeyer, page 2 of your analysis of all these 
bills indicates my bill, H.R. 765, which would increase the earnings 
limitations for survivor benefits from $1,200 to $1,800 would cost an 
additional one-half of 1 percent in payroll tax. 

Am I to understand from your opening remarks that you are 
opposed to all bills except H.R. 1012, including this bill, too? 

Mr. Hasermeyer. I am taking no position with respect to H.R. 
1012. One member of the Board is in an of it and the other mem- 
ber is opposed to it. : 

Mr. Frrepet. You are opposed to all other bills? 

Mr. Hazermeyer. Yes, sir. We have taken the position of being 
opposed to any bill which called for additional benefits, no matter how 
little, and did not provide for revenue to support them, in view of the 
fact that we are in such bad actuarial position. 

Mr. Frrepexr. You just stated you thought 314 percent payroll tax 
would not be enough, but if you imposed a 4 percent tax it would be 
sufficient. You mentioned, I think, 3.75 percent. 

Mr. Hasermeyer. This bill of yours, H.R. 765, would relate to rail- 
road retirement, not railroad unemployment. 

Mr. Frrepex. No; just railroad retirement. 

Mr. HapermMeyer. Our tax rate is now 614, and this bill, H.R. 1012, 
would put us on a sound actuarial basis for all practical purposes. 

At the present time, under the retirement program, we are running 
at. a deficiency of 4.18 or $213 million a year, and that is why the 
Board is opposed to any further liberalization without additional 
revenue. 
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Mr. Frrepev. As I understand you to say, it is estimated that 314 


rcent was insufficient. 

Mr. Hasermeyrer. For the unemployment benefits; yes, sir. 

Mr. Frrepet. And you thought 3.75 would be the actual figure? 

Mr. Hasermeyer. Yes, sir; that is right. 

Mr. Frievev. Like you say, if you got 4 percent, you would have 
more than enough ? 

Mr. Hasermeyer. That is right, sir. 

Mr. Frievet. Could we take care of this bill, too, at the same time / 

Mr. Hapermeyer. Your bill relates to the unemployment fund. It. 
does not have any relationship to the retirement fund. 

Mr. Frrevet. I aeieead that, but we have a surplus on the other 
end; do we not ? 

Mr. Hasermeyrer. No, sir; we have a deficiency in the retirement 
fund. 

Mr. Frrepev. If we did pass this bill, H.R. 765, that you are opposed 
to, what effect would it have on the fund ? 

Mr. Hasermeyer. Instead of $213 million a year deficiency, we 
would have $216 million a year deficiency. 

Mr. Friepevt. You figure $3 million a year ? 

Mr. Hasermeyer. Yes, sir. 

Mr. Friepvev. This H.R. 765 would add $3 million a year? 

Mr. HasnerMeyer. Yes, sir. 

Mr. Frreve.. The estimate I received is $214 million. 

That is all, Mr. Chairman. 

Mr. Sprincer. Would you yield for a question ? 

Mr. Friepev. Yes. 

Mr. Sprtncer. Mr. Habermeyer, how much did you say the*de- 
ficiency was / 

Mr. Hasermeyer. At the present time? 

Mr. Sprincer. Yes. 

Mr. HasermMeyer. $213 million a year or 4.8 percent of payroll. 

Mr, Springer. Just briefly, then H.R. 1012 would increase it how 
much ¢ 

Mr. Hasermeyer. H.R. 1012 would eliminate the deficiency. 

Mr. Sprincer. Eliminate the deficiency entirely ? 

Mr. Hasermeyer. We would have a deficiency of approximately 
0.6 percent which would be so close we wouldn’t be concerned about it. 

r. Sprincerx. Thank you, Mr. Friedel. 

The CuarrmMan. Mr. Keith. 

Mr. Kerru. My question is, Does the inadequacy of this unemploy- 
ment tax which is causing substantial deficit prejudice the security of 
the retirement fund ? 

Mr. HavermMryer. Not at all. 

Mr. Kerrn. They are completely separate ? 

Mr. Hasermeyer. They are completely separate. 

Mr. Kerrn. Thank you. 

The Cuarrman. Mr. Dingell. 

Mr. Drycett. Thank you, Mr. Chairman. 

I was wondering what part of your computation is made by the in- 
terest that you get on the fund. In other words, are you considering 
the interest and fall of interest? What are your judgments with re- 
gard to interest in the future, and so forth, on the fund? 
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Mr. Hasermeyer. We haven’t really had enough of our money jp- 
vested in Government bonds paying more than 3 percent to make jt 
change the picture in any degree. 

Mr. Dincetx. Have you had any of these issues which were re. 
financed by the Treasury in the past year or so of 2, 3, or 4 percent? 

Mr. Hasermryer. We had a few. Our balance in such securities 
a year ago, ran up as high as $387 million out of a fund of about $37 
billion. At the present time, we only have about $127 million. For. 
tunately, last week, the Secretary of the Treasury bought us $8.6 mil- 
lion worth of 4 percent bonds at a little under par, which is very fine as 
far as we are concerned. 

Mr. Dincexy. Let me ask you this question: What is about your 
average rate of interest on these bonds that you are gettng now! 

Mr. Harermeyer. It is about 3 percent, just a shade above 3. 

Mr. Dincetu. Three percent overall ? 

Mr. Hasermeyer. Yes, sir. We are guaranteed 3 percent under the 
law. 

Mr. Dineett. Are you giving any thought or making any studies 
as to raising the return on the money that you are getting? In other 
words, so that you can pay these benefits. 

Mr. Hasermeyer. We have made representations to the Secretary 
of the Treasury urging him to invest more and more of our funds in 
these higher paying securities. The authority to invest in his and al] 
we can do, at the present time, is urge him to invest in higher paying 
securities. 

Mr. Dinceti. Do you not have any control at all over the way that 
your funds are introduced ? 

Mr. Hasermeyer. No,'sir. 

Mr. Drncet. Let’s say you cash some securities to meet, let’s say, 
an increase in your retirement. 

‘ Mr. Hasermeyer. We havea call on our money for payment of bene- 
ts. 

Mr. Drncett. Do you get to select the particular bonds that are 
going to be cashed ? 

Mr. Hasermeyer. No, sir. 

Mr. Dincetu. That is left to the Treasury ? 

- Mr. Hapermeyer. Yes, sir. 

Mr. Drnezwi. To the Secretary ? 

Mr. Hapermeyer. Yes, sir. 

Mr. Drncetu. In other words, the Secretary could cash 4 percent 
and leave your 2 and 3 percent bonds in? 

Mr. Hapermeyer. Yes, sir. 

Mr. Dincetu. Does he do that? 

Mr. Hasermeyer. No, I don’t think he has ever done it exactly that 
way. In 1957, I think, through the investment of our fund in higher 
paying securities, we came out at the end of the year with a net profit 
of about $25 million over the amount of money we would have received 
had the funds been left in 3 percent securities. This investment was 
entirely at the Secretary’s discretion and our urgence in getting for us 
some of the higher paying bonds. 

Mr. Drinceit. Are you perniitted to enter the open market to get 
bonds? 

Mr. Hasermeyer. No, sir. 
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Mr. Drncett. In other words, you have to just take them as the 
Secretary puts them off the printing press. 

Mr. Hasermeyer. He can buy them. If he chooses, he can buy 
them on the open market. 

Mr. Drncetu. Has he ever done that ? 

Mr. HanerMeyer. Yes, sir. 

Mr. Dincetx. He has bought open market bonds for you? 

Mr. Hasermeyer. Yes, sir. The purchase last week was an open- 
market purchase. 

Mr. Dincett. Let me ask you then some other questions. 

What are the thoughts of the other two members with regard to 
this 4 percent on your unemployment tax? Are they in agreement in 
the actuarial basis on that ? 

Mr. Hasermeyer. I think that probably they better speak for them- 
selves. They will be on the stand later and I would rather not speak 
for them. 1-feel they are of the same opinion that I am, that we need 
the 4 pecont in order to adequately protect the benefits which would 
be payable. 

C Getuees. Let me ask you this last question: Is there any diver- 
gence among your actuaries as to the need of that 4 percent? 

Mr. HasermMeyer. None whatsoever. 

Mr. Dincetu. All your actuaries say that figure is required ? 

Mr. HapermMeyer. Yes, sir; 3.75 is the actuarial figure. 

Mr. Dincett. Thank you very much, Mr. Chairman. 

The CHarrMAn. Are there any other questions? 

Mr. Habermeyer, thank you very much for your appearance here. 

It isnow 12 o’clock. The committee will adjourn until 10 o’clock in 
the morning, at which time we will have Mr. Harper and Mr. ‘Healy. 

(Whereupon, at 12 o’clock noon the committee was recessed, to re- 
convene at 10 a.m. Wednesday, February 4, 1959.) 
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WEDNESDAY, FEBRUARY 4, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
Washingtoan, D.C. 

The committee met, pursuant to recess, at 10 a.m. in room 1334, 
New House Office Building, Washington, D.C., Hon. Oren Harris, 
chairman, presiding. 

The CHamrMAN. The committee will come to order. 

The first witness this morning in a continuation of the hearings 
on H. R. 1012 and similar and related bills to amend the Railroad 
Retirement Act of 1937, the Railroad Tax Act, and the Railroad Un- 
employment Insurance Act, will be Horace W. Harper, a member 
of the Railroad Retirement Board. Mr. Harper, you may proceed. 


STATEMENT OF HORACE W. HARPER, MEMBER, RAILROAD 
RETIREMENT BOARD 


Mr, Harper. Mr. Chairman and gentlemen of the committee, in 
the Board’s report on the bill H.R. 1012, I made it clear, I hope, that 
Iam very much in favor of the enactment of this bill. The bill is a 
good one and it has my unqualified support. 

Additionally, I have prepared a statement for use today which is 
available for distribution. 

The Cuarrman. Mr. Clerk, will you pass the statement around to 
the members of the committee ? 

You may proceed. We have the statement. 

r. Harper. Mr. Chairman and members of the committee, my 
name is Horace W. Harper. I am a member of the Railroad Retire- 
ment Board. During the hearings on the bill H.R. 1012 yesterday 
morning, I listened with great interest to the statement made by 
you, Mr. Chairman, and to the various questions propounded by the 
members of this committee, and to the various comments made by 
the witnesses. From these comments and questions it appeared clear 
to me that there was general agreement as to the need for increasing 
railroad retirement benefits and the need for providing adequate 
funds to cover the cost of such benefits as well as to eliminate the 
present deficit in the railroad retirement system. 

_It is my considered judgment that the 10 percent increase in re- 
tirement benefits provided by the bill is sufficiently modest and, there- 
fore, needs no further comment from me. The crucial question, of 
course, is the proposed increase in tax rates on employers and em- 
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ployees from the present 614 percent up to $350 a month to 634 per. 
cent up to $400 a month for the years 1959, 1960, and 1961 and to 7, 
percent beginning in 1962. There is an adidtional provision in the bill 
for increasing tax rates after 1964 to the extent that the social security 
tax rates at that time exceed 514 percent. The question is whether 
the railroad industry can afford this burden. 

In considering this question, it is only fair to point out that em- 
ployees in the railroad industry are entitled to the same consideration 
as are employees in other large industries, such as the steel, auto- 
mobile, rubber, glass, and similar industries. 

I am sure you gentlemen are familiar with the existence of sup- 
plementary pension plans in these large industries. It is believed 
that the total cost to employers in some large industries, comprising 
the social security taxes plus the noncontributory private pension 
plans, exceeds the present cost to the railroads, and it is my belief 
that even after the enactment of the bill the cost to the railroads 
would in general not be above that of the total cost of these large 
industries. 

May I interpolate that where the term “noncontributory” is used, 
that means that the total cost is borne by the employer and no part 
of it is borne by the employees. 

There will be testimony before you by persons qualified to discuss 
the railroads’ financial situation, but I satisfy myself with the state- 
ment that the railroad employees should be afforded the same advan- 
tages as are enjoyed by those in other large industries who receive 
not only social security benefits but supplemental benefits, the total 
of which exceed, in some cases, the benefits that railroad employees 
will receive even after the enactment of this bill. 

In my statement in the Board’s report, on the bill, I stated clearly 
my position as being in favor of the 10 percent increase in retire- 
ment benefits and the increase in the taxes proposed in the bill. Judg- 
ing from what I heard yesterday morning before this committee, I 
am satisfied that I am not alone in my position in regard to the bill. 
T was very glad to hear so much support for the bill, and I am en- 
couraged in the belief that your committee will report the bill favor- 


ably. 

istae the discussion yesterday morning, some questions were 
asked as to why the railroad retirement system is not administered 
privately by railroad labor and management rather than by the Fed- 
eral Government. It would take too long to go into the history of 
the railroad retirement system and the reasons for its separate exist: 
ence from the social security system. Suffice it to say that the rail- 
road retirement system grew out of the railroads’ private pension 
systems which originated during the last quarter of the last century. 
In fact, the first Railroad Retirement Act was enacted by Congress 
in 1934, before the social security system was in existence. The sys- 
tem was subsequently reestablished by agreement between railroad 
labor and railroad management on a basis which intended and con- 
templated its permanence. Any attempt now to stop the clock of 
history and abolish the system and establish it on some other basis 
would be impossible for the simple and obvious reason that. we would 
be unable to pay off our obligations to those to whom rights have 
accrued under the present system. 
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I assume you are well aware of the fact that at the time the system 
was reestablished in 1937 it assumed an obligation to credit toward 
annuities of service rendered prior to the establishment of the system. 
No taxes have been paid for this prior service. Furthermore, the 
accrued liabilities for service rendered by employees to date exceed 
our reserves by many billions of dollars. Were we to abolish the 
system now and change it into something else, hundreds of thousands 
of railroad employees would be made to lose substantial benefit rights 
for which they and their employers have paid taxes for many years. 

In considering the ability of the industry to pay unemployment 
insurance costs, it would perhaps be well to compare the cost of the 
railroad unemployment insurance system with the average costs of 
the State unemployment insurance systems. With the advent of the 
railroad unemployment insurance system in 1939, the rate of contribu- 
tion was fixed at 3 percent of taxable payroll. Succeeding unfore- 
seen developments had a marked effect upon unemployment insurance 
costs. World War II reduced unemployment to a minimum, with the 
result that the 3 percent contribution rate provided sums greatly in 
excess of requirements. Consequently, there was an accumulation in 
the unemployment fund of more than $900 million. The labor organi- 
zations and the railroads gave their consideration to this condition. 
In 1948 it was agreed that a sliding scale should be substituted for the 
then flat rate under which the contribution rate would rise and fall in 
conformity with the amount in the railroad unemployment insurance 
account available for the payment of benefits. Legislation was en- 
acted to implement this agreement. Thereafter, and in accordance 
with the terms of the law, the contribution rate was reduced from 
the maximum fixed by law of 3 percent of 0.5 percent. The 0.5 rate 
of contribution, in contrast to the maximum 8 percent as fixed in the 
act, remained applicable and in effect for the 8-year period 1948 
through 1955. 

In the year 1956, the contribution rate was raised to 1.5 percent 
of taxable payroll. It is imteresting and trustworthy that for the 
ll-year period 1948-58 the Railroad Unemployment Insurance 
Act average contribution was 0.9 percent compared with 1.6 percent 
for the State laws. This was so in spite of the fact that the Railroad 
Unemployment Act was amended in 1947 to provide sickness benefits, 
a provision contained in only four of the State systems. In the light 
of these facts, it does not appear that the railroads have fared badly 
compared with industry generally in unemployment insurance con- 
tributions. 

I wish to call attention to the 314 percent proposed tax in the bill 
H.R. 1012. There has been some question as to the adequacy of that 
There are several schools of thought and I went to different schools 
from some of the people, I guess, in that light. I personally think 
that the 314-percent rate will carry it once we get over the hump, but 
that is only a personal opinion. Our research department estimates 
that the cost will be 3.75 percent of payroll and I of course would 
not oppose that. If the committee sees fit to change that figure, I, 
of course would not oppose that. 

The Cuatrman. Does that conclude your statement, Mr. Harper? 

Mr. Harper. Yes, sir. 

The Cuarrman. Mr. Mack, do you have any questions? 
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Mr. Mack. Yes. 


Mr. Harper, I wonder if you concur with Mr. Habermeyer in that 
it would probably be necessary to secure legislation authorizing the 
board to borrow money for the unemployment insurance account, . 

Mr. Harper. I quite agree with Mr. Habermeyer’s position. Agq 
safety measure and to make sure that there be no lapse in our operation 
or any inability to pay benefits as they become due, I think that it wil] 
be necessary and advisable and good business for us to borrow to 
cover this emergency period. 

Mr. Mack. You have never had an occasion to request the Congress 
to authorize this borrowing authority. 

Mr. Harper. No, sir; we haven't. 

Mr. Mack. As far as you know, the board didn’t anticipate this at 
any time prior to this year? 

Mr. Harper. No, sir. The unusual unemployment situation of the 
past couple of years has brought this on without any warning, so to 
speak, to us. I might say in that connection that I read an article 
in the News Report last week, I believe, where the State unemploy- 
ment systems are very much in the same position. As I recall, the 
article stated that 20 of the States had depleted or largely depleted 
their reserve funds and that they were going to have to increase their 
tax rates. I mention that so that you may understand that our plight 
is not peculiar to our industry. 

Mr. Mack. In view of these circumstances, do you not think that 
it would be advisable to increase the contribution rate from 3 percent 
to 4 percent to avert repetition of this situation. 

Mr. Harper. Yes, sir; I do. And the sliding scale will protect the 
interest of the railroads and will protect the interest of the fund, be- 
cause at 4 percent if the fund at any time becomes too large under 
the terms of the act as contained in H.R. 1012, the tax rate will de- 
crease in accordance with the amount of money in the fund available 
for the payment of benefits. 

Mr. Mack. Then, as I understand it, you would favor the maxi- 
mum 4 percent contribution ? 

Mr. Harper. Let’s say I don’t oppose it. Yes, I would say I would 
endorse it. I would go that far. I have had some rather heated ar- 
guments about the condition of the railroad industry and whether or 
not it has reached its lowest level yet or not, but I would favor mak- 
ing the tax rate 4 percent. 

Mr. Mack. However, I cannot see what bearing that would have if 
you want to maintain a sound fund. If it is necessary to have 4 per- 
cent it looks like we should increase it to 4 percent to keep the fund 
sound. I don’t think either the industry or the brotherhoods want 
a subsidization of the fund by the Federal Government. 

Mr. Harper. That is true. 

Mr. Mack. Thank you, Mr. Chairman. 

Mr. Neusen. Mr. Chairman. 

The Cuaiman. Mr. Bennett, do you want to yield to Mr, Nelsen! 

Mr. Bennett. Yes. 

The Cuatrman. Mr. Nelsen. 

Mr. Netsen. Relative to the statement dealing with the ne 
that was suggested yesterday that the railroad brotherhood and the 
railroads take over management of the fund, you referred to that in 
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your testimony and said that there would be certain obligations in- 
eurred by this retirement fund that would not be possible to meet under 
that kind ofa plan. I don’t know if I understand why. 

Mr. Harper. As I stated in the statement, we have some obligations 
based upon prior service, that is, service prior to 1937, service upon 
which no taxes were collected. We have yet to pay and are obligated 
to pay to those who retire in the future annuities or pensions based 
at fisst in part on that prior service, and the obligation rests clearly 
on us, we think, to pay off, and if we were to change our system in mid- 
stream, so to speak, we would not have enough money to pay off. 

Frankly, we would lack about $5 billion of having enough money 
to pay off those on the rolls at this particular time. I hope that that 
does not leave the wrong impression, because under our system that 
is not as bad as it suse and social security is exactly in the same 
position. If they were to have to close up shop today and just pay off 
those that are now on the rolls, it would take many times the $5 billion 
which it would take to pay off those who are now on our rolls who 
will continue to draw benefits. 

Mr. Netsen. Mr. Chairman, it wasn’t my understanding that any 
of the commitments of the fund would be changed by virtue of the 
change of management. DoT understand you to mean that the income 
to the fund would change if the management changed? I don’t under- 
stand why your income would be different under one plan than an- 
other. It is not that I am proposing any plan. I am merely trying 
to get information. 

»Mr. Younger, I think it was not your intention that any of the 
obligations of the fund would change, was it? 

Mr. Youncer. No; and in my turn I have several questions to ask. 

Mr. Harper. We have the financial interchange system with a pro- 
vision in our act under which we pay social security, the taxes which 
they would collect if our people were in social security employment. 
We, in turn, charge them with the benefits to which they would be 
liable, and from that we derive considerable profit. It is estimated to 
be about $63 million in the long haul, $63 million per year, and then, 
of course, we have the interest on our trust fund which enters into it, 
and all of those things are so complicated as to make it in my judg- 
ment almost impossible to change horses at this stage of the game. 
Tt would be very much as if I or any of you at, say, age 50; were to 
change your insurance program. It would be difficult to change your 
insurance program and retain the accrued values that you had had 
from your long time, long running insurance program. 

The Cuarrman. Mr. Staggers? 

Mr. Sraceers. I have no questions. 

The Cuarrman. Mr. Schenck? 

Mr. Scuenck. No questions. 

The Cuarrman. Mr. Dollinger? 

Mr. DottincEr. No questions. 

The Cuarrman. Mr. Younger. 

Mr. Younger. Thank you, Mr. Chairman. 

I think, Mr. Harper, if your statement is to be taken exactly as you 
put it, you are telling us that the railroad retirement is not collecting 
enough money to pay its obligations and you want it left in the 
Government so that the Government will eventually have to pay the 
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$5 billion shortage. That is what your statement means and I don’t 
think that you mean that. 

Mr. Harper. I don’t mean that and I don’t think my statement 
says that. Atleast it wasn’t intended to say that. 

Mr. Youneer. You say “No taxes have been paid for this prior 
service.” Now, the rate that you are paying is higher than the normal 
rate and was calculated on an actuarial basis that over the years that 
past service would be paid for. 

Mr. Harper. That is right. 

Mr. Youncer. Now, there is no difference in whether you pay it 
into a fund which is managed by the railroads and employees, or it 
is managed by the Government. You are still paying the same amount 
of money. If the rate that you are collecting is actuarially sound 
now and you are going to continue to pay that into the fund it will be 
actuarially sound whether it is managed by somebody else or whether 
it is managed by the railroad retirement fund, isn’t that true? 

Mr. Harper. No, I don’t think it is. I don’t know how I am 
going to refute your suggestion, but I don’t think that is true. 

Mr. Youncer. Why? 

Mr. Harper. Because of the accrued benefits that are yet to be paid, 
I think that that is really the answer, the accrued payments and 
benefits that are yet to be paid that can’t be paid by divorcing our 
system from its present management to Government. 

Mr. Youncer. What are you inferring? That the pension funds 
which are managed outside of the Government are inadequately man- 
aged and cannot be made actuarially sound like yours? 

Mr. Harper. No; I don’t mean that. 

Mr. Youncer. That is what you are saying, Mr. Harper. 

Mr. Harper. Let’s put it this way and then maybe I can get my 
ducks in a row. We have now social security benefits in their en- 
tirety. We pay social security exactly the same taxes that they would 
collect from railroad workers if they were under social security em- 
ployment rather than railroad employment. 

Mr. Youncer. That is correct. 

Mr. Harper. So we are in fact buying social security benefits at the 
market, which means that every railroad man has the same social 
security benefits at exactly the same price that he would have if he 
were employed in social security employment. Now, the difference 
between the taxes that we pay social security and the taxes that we 
collect from these employees is used for these additional, shall we 
call them supplemental benefits, so I don’t see how there could be any 
change at all by adopting your suggestion, if it is a suggestion, that 
we *o under social security, because we have exactly that situation now. 

Mr. Youncrr. Nobody has suggested that you go under social se- 
curity. That is a figment of your own imagination, Mr. Harper, which 
you have injected into it. If you will recall, in the early days of our 
discussion we had considerable trouble in trving to get the railroad 
retirement people to integrate their system with social security. Some 
years ago you resented it. Now you recognize it is a favorable thing, 
and I am glad to see it, but your testimony a few years past wasn’t 
quite so favorable as today. The point that I am trying to get over 
to you is that if the rate that you are paying into this retirement fund 
is actuarially sound you will be able to meet all of these obligations 
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which you speak of as accrued, which we recognize were assumed in 
1937 when you took all older employees in without paying anything 
on their past service. 

The same condition would maintain whether you paid the tax in and 
had the Government retirement, or whether you had a management 
by employers and employees, and you used it as a fringe benefit like 
other pensions which are in vogue in industry where they are in so- 
cial security as well as having their own retirement plan. It is either 
sound one way and it is sound the other way, or it is unsound one way 
and it is unsound the other. It cannot be both. 

In your testimony here, unless you correct it, you are advocating that 
your ‘system be continued under the Government because the money 
now collected is not sufficient to pay off these obligations and you an- 
ticipate that some time in the future you will be able to call on the 
Government. I don’t think that is in your mind, but that is what this 
statement says, and that is why you don’t want it turned over to a 
management by the employees and the employer as the other pensions 
are handled. There is another statement that you made which I know 
is true. As you point out, these other private pension funds are bet- 
ter for the employee and have better benefits than you have, and you 
say that right on page 2. 

I satisfy myself with the statement that the railroad employees should be 
afforded the same advantage as are enjoyed by those in other large industries 
who receive not only social security benefits but supplemental benefits, the total 
of which exceed, in some cases, the benefits that railroad employees will re- 
ceive even after the enactment of this bill. 

If the employees of these other industries are able through their ne- 
gotiations with their employers to arrive at a better pension plan, then 
why do you not accept that method and handle it through your 
brotherhoods rather than having to come to the Government every year 
and have some change made in the law. That is the point that I raise, 
and only that. 

Mr. Harper. I know that railroad workers generally shudder at 
the thought of losing our own retirement system. The history of rail- 
roading has been this: That we have held ourselves apart to a certain 
degree. I have in mind the National Labor Relations Act. We have 
our own railway labor act and that has been the desire of the railroad 
workers and railroad management in so far back as I can remember 
and we just seem to think that our industry is such that we as railroad 
men can better provide for, better understand, the needs of our people 
and their ability and their willingness to pay than can some board 
that has been set up to govern retirement benefits for 60 million workers 
throughout the country. We prefer that and Congress has gone 
along with us in many, many instances of that kind. 

Mr. Youncer. Mr. Harper, you know that there is no board set. up 
to manage the retirement funds of 60 million workers. There is no 
such board as you state which has been set up. Those boards are set 
up by management and by employees in each industry, in a manner 
they want to set it up. 

Mr. Harper. You are mistaken, sir, because social security provides 
this—— 

_ Mr. Youneer. I am not talking about social security. That is aside 
issue. You are in social security and you would be in social security 
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regardless of what type of retirement you had. The steelworkers arg 
in social security. ‘The General Motors people are in social security, 
However, they have also other benefits, which are not managed by any. 
body except the employees and employers by agreement, as fringe bene- 
fits and by labor negotiation. You would be exactly in the same posi- 
tion as those industries. Bear in mind that when your plan was set up 
pensions were not given in industry generally. Since then pensions 
are one of the biggest things we have in the country. They are now 
about $33 billion and it is estiamted by 1965 there will be $77 billion 
in pension trust funds, and benefits apply to almost every worker 
today. In the meantime, we have had the truck and buslines. They 
are in interstate commerce. We have had all of the airlines. They 
have pension funds and they handle them without Government super. 
vision. They have never come to the Government for a plan, and they 
are perfectly satisfied. That is the only point I want to make. Now 
you are in no different position from all the other industries. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Friedel? 

Mr. Frrevet. Thank you, Mr. Chairman. I would like to ask Mr, 
Harper his opinion on a bill that-I introduced, H.R. 765, changing the 
earnings limitation to qualify for survivor benefits from $1,200 a year 
to $1,800 a year. How do you feel about that bill? 

Mr. Harper. That, as many other proposals, is within itself a de- 
sirable change. Our only concern would be the additional cost in- 
volved in the thing. It would be better for the employees, unques- 
tionably, but the concern of the Board would be with respect to the 
additional cost that would be incurred by that change. 

Mr. Friepex. According to the figures that I have before me the 
cost would be very small, about one-half of 1 percent. Would not 
the proposed increase in contributions from 61% percent to 634 per- 
cent in 1961, and the further increase on January 1, 1962, to 7% 
percent be sufficient to take care of this small item ? 

Mr. Harrer. That increase in taxes will just take care of the 10 
percent increase and the other changes that are now written into 
the bill. It would increase our deficit beyond the 0.6 percent which 
we compute we will have with the enactment of this bill. 

Mr. Frrepex. In other words, this increase in contributions would 
more than take care of the 10 percent increase in benefits, since you 
are making up some of your back losses. Eventually wouldn’t this 
increase in contributions be enough to take care of this small item! 
These people are widows. If the worker were still alive the limita- 
tion wouldn’t affect him, but after he dies it is always the widow 
that is affected. If the widow makes over $1,200 a year, then she 
loses her benefits from the pension system. 
gaat Harrer. Not including your suggested amendment, the 

i 

Mr. Friepext. This is a separate bill to amend the Railroad Re- 

a Act by increasing the earnings limitation from $1,200 to 
1,800. 

Mr. Harper. It would add this small cost—what you refer to as 
being a small cost—and that cost would be in addition to the cost 
of the other provisions of this bill, and we have only made pro- 
vision for the cost of the provisions contained in this bill. 
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Mr. Friepev. Assume that an increased tax was imposed to take 
care of this small deficit. Would you be in favor of it then? 

Mr. Harrer. Yes. As I said, it would be desirable from the view- 
point of the employees, but from the viewpoint of the system as a 
whole, we have to forego the doing of a lot of things that we would 
like to do because once we let the bars down, then there is an inter- 
minable flow of additional amendments, provisions that some man, 
or some particular Congressman, or some particular railroad man is 
interested in and is affected by. ; 

Mr. Friepex. This bill refers to the widows. Do you feel that 
this bill is meritorious ? 

Mr. Harper. Yes, sir; I do. 

Mr. Frrevex. That is all, Mr. Chairman. 

The CaarrMan. Mr. Avery ? 

Mr. Avery. I believe no questions now, Mr. Chairman. 

The CHARMAN. Mr. Moss. 

Mr. Moss. Mr. Chairman, I have two questions on behalf of Mr. 
Dingell. He had to go to another meeting and asked that I ask them 
of Mr. Harper. ite | a ts 

Can you give the committee statistics on contributions, the inflow 
and outflow, from the unemployment fund, and what percentage of 
payroll they were year by year from 1948 through 1958 ? 

r. Harper. Yes, sir. 

Mr. Moss. The second question is “what figures and statistics can 
ou give showing the prospective state of the unemployment fund 
ate this year when you expect it to be in danger of running out”? 

Mr. Harper. I didn’t quite get that last question. 

Mr. Moss. What figures and statistics can you give showing the 
mospective state of the fund late this year when you feel there may 

danger of it running out ? 

Mr. Harper. I would have to get that statement prepared. I can 
tell you, just my recollection from discussions, that our fund in June 

or July will be down to a possible $10 million or $15 million. 

Mr. Moss. What would the probable demands be on it at that 

oint ¢ 
: Mr. Harrer. They have been running about $20 million a month. 

Mr. Moss. Would you supply this material for the record. 

Mr. Harrer. I would be glad to. Do you want the other supplied 
for the record, or do you want it now? 

Mr. Moss. I think, if you will, supply it for the record.: It is a 
ne on behalf of Mr. Dingell and he can get it from the record. 

r. Harper. As I understand it, he wants the statement showing 
the percentages of contributions from 1948 to date ? 

Mr. Moss. Yes, and the inflow and outflow from the fund. 

Mr. Harrer. We can give you that for the record. 

(The information to be supplied follows :) 


Contribution rates under the Railroad Unemployment Insurance Act 


Percent Percent 
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Income and expenditures from the railroad unemployment insurance account 


{In thousands] 


























re 
Fiscal year | Income Expenditures} Balance at 
| | end of year 
catia | 
Fe cdegn ann deed h do ngs bby nes as Sy eE~ ones oe rbeensess | $158, 542 $61, 022 ! 
one n= Addcns pnt ac kata y eet F=— seed 29, 142 | 86, 308 oe 
dd hats sek < Sh hiie'ps eadeel blbsa dar <o api edne 31, 503 | 145, 901 784, 719 
CIEE Sith acanuincatsndssey bacddudddbanscasnissbiabadeny 32 969 51 795 765, 833 
a ance Siac min cichad aie Shoe: wah cade wish dame Run aaainich iw alae 36, 241 48, 640 753 434 
SE lien ten eeennpvape---~= ecaatringaapncetidnowednogxtent 46, 560 97, 375 696, 619 
SPR Sicindscebaddcens-5aicchbsncsceebiascadbeuigenceboebes 33 565 140, 445 589, 749 
EE ndaidi nes tiedaasernn qi lien<o~itn nptnne tibetan 27, 216 205, 056 411, 899 
EE <6, - didcocvmmbcsioncdbndicudstiboccogntaahs suvaditnaeea 39, 655 105, 499 348, 055 
Se fins etnias enh orp nim ae kb hind etre teen tl 82, 044 133, 172 | 204, 97 
teks Cah nnnaniewnticavasess ieee igabeiasrubehareiekasae 97, 377 221, 764 170, 540 
July-December 1958_........---- id cectde eee a eee 50, 250 135, 766 85, 023 
Estimated activity in railroad unemployment insurance account 
{In millions] 
1 ~~ ee 
| High balance— | Low balanee— 
Period low unemploy- | high unemploy- 
ment estimate | ment estimate 
July-December 1958, actual: | 
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pene weneeee beet eo artes 53 is. IS. ands ~aepdanneelddde shia 85.0 85.0 
January-March 1959, estimate: 
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Including interest. 


Mr. Moss. Those are all the questions, Mr. Chairman. 
The Cuarrman. Mr. Devine? 

Mr. Devine. No questions. 

The CHairman. Mr. Hemphill? 

Mr. Hempuity. No, thank you, Mr. Chairman. 

The CHarrman. Mr. Nelsen ? 

Mr. Netsen. No questions. 

The CuatrMan. Mr. Rostenkowski ? 

Mr. Rostenkowskt. No, sir. 

The Cuatrman. Mr. Brock. 

Mr. Brock. My question has been answered, Mr. Chairman. 
The Cuamman. Are there any more questions ? 

Mr. Bennett, do you have a question ? 

Mr. Bennetr. No, sir. 

The Cuarrman. Mr. Moulder, did you have a question ? 
Mr. Moutper. No, sir. 
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The CuHarrMAn. Mr. Harper, how long have you been a member of 
the board ¢ 

Mr. Harrer. Nine years, a little more than 9 years. 

The CuHarrman. What is the total number of employees of the rail- 
road industry now ¢ 

Mr. Harrer. In round figures, about 850,000. 

The CHarrMAN. 850,000. You are talking about the class I rail- 
roads ¢ 

Mr. Harper. Yes, sir. 

The CHarrman. How many employees in the railroad industry were 
there 10 years ago ? 

Mr. Harper. About 1,400,000, I judge, from memory. 

The Cuarrman. Approximately 1.4 million. In other words, em- 
ployment in the railroad industry in the last 10 years has been reduced 
bya little more than a half million employees ? 

“Mr. Harper. The 1.4 million is from recollection, but I think it is 
about right, Mr. Chairman, and your statement is correct, that it has 
been reduced. 

The Cuarrman. How many people are drawing benefits from the 
retirement system ? 

Mr. Harrer. About 740,000. 

The Cuairman. 740,000. In other words, you have a retirement 
system with almost as many people drawing against the fund as there 
are people contributing to it ? 

Mr. Harper. Yes, but we must consider that in the 740,000, wives 
and children and parents in certain instances are included in that 
group. The 740,000 aré not all’ workers. 

The Cuarrman, I know they are not all workers, but they are all 
drawing against the fund. 

Mr. Harper. Yes, sir. 

The Cuatrman. How many people drew unemployment insurance 
compensation from the fund last year? 

Mr. Harper. [I will have to ask for some help on that. I under- 
stand it is 308,000. 

The Cuarrman. 308,000 drew unemployment compensation in the 
year of 1958. Can you tell me how many people are drawing against 
the fund now ? 

Mr. Harper. I am sorry, I have it but I would have to look for it. 

I understand it is about 130,000 employees at the present time. 

The Cnarman. Approximately 130,000 unemployed are drawing 
unemployment compensation at this time ? 

Mr. Harper. Yes, sir. ' : 

The Cuarrman. As a member of the Board have you come to any 
conclusion about what the employment figure would be in the rail- 
road industry that would represent stable employment ? 

Mr. Harprr. My personal estimate and judgment is that railroad 
employment will level off at about a million employees. That is too 
optimistic from some viewpoints, but I have not lost my faith in the 
industry. : 

The Cuarrman. As you increase the tax rate both on retirement 
and unemployment, then the total number of personnel employed in 
the railroad industry has a great deal to do with the total sum paid 


into the retirement and unemployment insurance accounts: is that 
true? ° 
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Mr. Harper. Yes, sir. 

The Cuarrman. I was one of those, along with other members of 
this committee, who gave a lot of thought and study and effort to. 
ward trying to strengthen the transportation industry, and particu. 
larly the railroad industry, in the last few — It was this com- 
mittee that started in 1955, if you will recall, an analysis of some of 
the problems that were presented at that time in what was referred 
to as a Cabinet Committee Report on Transport Policy and Organiza. 
tion. For 3 years we stirred these issues. We passed a good many 
bills. Last year we were told that the industry was in a terrible 
plight. All of these years of consideration culminated in the Trans.- 
portation Act of 1958. Youare familiar with that. 

Mr. Harper. Yes, sir. 

The Cuarrman. The condition of the railroad industry, as was al- 
leged at that time, had a great deal to do with the thinking of a lot 
of people in connection with even the Railroad Retirement and Rail- 
road Unemployment Insurance Acts. It is our hope that the railroad 
industry has been strengthened, and we are going to continue to do 
all we can working with both the employees and the management to 
see that it is good. If there are railroads that are having difficulty, 
and some are, regardless of the claims, isn’t it natural that the more 
costs you put on them, the more people they are going to lay off? 

Mr. Harper. I don’t agree with that. on personal experience 
I found out that when railroads decide to lay people off, their expenses 
and their financial condition have no bearing on it. Now, let me 
illustrate what I mean. I have railroaded ara life. I have seen 
railroads lay off shopmen by the hundreds to balance a budget, to 
arbitrarily balance a budget, and so I am not very much impressed 
with the thought that if the railroads are relieved of some unemploy- 
ment and railroad retirement expense they will use the money saved 
in employing other employees. 

The Cuamman. Of course I am not an experienced man in the 
railroad industry and I know very little about their operation except 
from what I have heard here in 18 years on this committee. But if] 
know anything about business conditions, I know that if a particular 
business has reached the point where it is having difficulty keeping 
its head above the water, the only natural thing to expect is for it to 
start doing something to reduce expenses, 

If that isn’t eau and natural in business operations, then I don't 
know anything about it at all. Since we have been experiencing a 
tremendous reduction in employment in the railroad industry, I for 
one want to see some kind of policies adopted that will change that 
trend. We are searching for such policies and we are asking you 
neople in the positions that you are in, on all sides of this transporta- 
tion picture, to give us some help. To me it just does not seem to be 
any more sound a program than that which we follow with our Fed- 
eral budget. How can we keep on piling up expense on an industry 
and expect to strengthen that industry ? 

Mr. Harper. I think possibly some of you misunderstood the last 
statement I made. I recall, Mr. Chairman, in 1923 as an officer of one 
of the brotherhoods I went in to see the general manager about an in- 
crease in pay of 2 cents an hour, $4.08 a month. He had a great big 
sheet that was half the size of this table that was filled up with red 
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figures, and he almost, not quite, but almost convinced me that if he 
ave the clerks on that railroad a 2-cents-an-hour increase the railroads 
would have to stop operation immediately. I stayed there for about 25 


years or longer and in all those 25 years I suspect, not wholly without 


cause, that they are still using that same red sheet. I say that to 
illustrate and to make clear my previous statement that I don’t think 
that the enactment of this bill or the failure of this bill to be enacted, 
will have any effect whatsoever on railroad employment. 

The CHarRMAN. I just cannot simply understand that thinking. 
Where you are faced with the fact, as you have seen in the last 10 
years, of a reduction in employment in an industry by 550,000, and 
where competition is growing stronger and stronger, it seems to me 
that somebody is going to have to wake up to the realization that the 
competitive situation in this industry has to be met rather than to 
permit a trend of events where you are reducing your personnel and 
reducing the business of the industry. I don’t say you literally, 
understand; I am talking about the situation. Somebody better stop 
and think to see what we can do to change it. Certainly if we are 
going to have a railroad retirement system it has to be on a sound basis. 
However, if you have 740,000 people drawing benefits, and if we con- 
tinue to follow the trend of greater and greater numbers drawing on 
the fund with less and less numbers of personnel working and less 
money going into that fund, we are heading for some pretty serious 
trouble. I am not questioning the legislation that we have under con- 
sideration or anything you have said in connection with it. I am 
saying there is a matter of policy that we are going to have to face one 
of these days if this situation keeps up. There was a time when 
everyone considered the railroad industry to have a virtual monopoly 
in transportation. We have reached a period in our very fine trans- 
portation system, the finest in all the world, where at least the three 
principal modes of our transportation system are pretty full-grown 
operations and can stand on their own feet. We have got to provide 
the right policies to permit them to compete. The American people 
will benefit by it. 

Mr. Younger. Mr. Chairman, may I ask just one question ? 

TheCuamman. Yes, sir. 

Mr. Youncer. I have an inquiry from one of my constituents who is 
a widow of a railroad employee. When he retired she drew $39.24 
as a spouse’s benefit from the retirement fund under the Railroad Re- 
tirement Act and $15 a month as a wife’s benefit from social security 
under the Social Security Act, but when her husband died she lost the 
$15 from her social security and could only draw the $39.24 from the 
retirement fund as a benefit as a widow. 

I want to know if this bill will cure that situation. 

Mr. Harper. No, sir. 

Mr. Youncer. That situation will continue with all of your em- 
ployees ? 

Mr. Harrer. I would like to see the file and the facts before I pass 
any judgment on the case that you described there, but I am sure that 
nothing in this bill affects the condition that you report there. 

Mr. Younerr. I will be happy to show you this letter. 

Mr. Harper. I will be glad to look at it and get the facts for you. 

Mr. Youncer. Just one other short question: Do you think that 
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railroad brotherhoods are less able in their negotiations with their 
employers than Mr. Reuther’s union for instance ? 

Mr. Harper. I could be run off by giving you the wrong answer to 
that question. 

Mr. Youncer. I have confidence in your group. I feel sure that 
they are very apt. 

Mr. Harper. I do, to. 

Mr. Youncer. And if they had retirement as a fringe benefit ip 
their own hands they could get a better deal than they will get from 
the Government. That is all. 

The Cuarrman. Thank you very much, Mr. Harper. 

Mr. Harper. Thank you. 

The Cuarrman. Mr. Thomas M. Healy, also a member of the Rail- 
road Retirement Board. 

Do you have a statement, Mr. Healy ? 


STATEMENT OF THOMAS M. HEALY, MEMBER, RAILROAD 
RETIREMENT BOARD 


Mr. Hearty. Mr. Chairman, I have filed a written statement, but 
with your permission I would like to run through it, restate certain 
portions of it, and add a few comments. 

The CuarrmMan. Very well. 

Mr. Heauy. I again respectfully record my opposition to any 
further liberalization of the Railroad Retirement or Railroad Unem- 
ployment Insurance Acts and earnestly recommend an adverse re- 
port on H.R. 1012 in its entirety. 

There are only two truly comparable social insurance programs 
for the industrial workers of the Nation. According to the best esti- 
mates available, in 1959 there were 51 million employees in nonagri- 
cultural establishments. 

Forty-four million of these, or 86 percent, were under social security 
coverage, and less than 1 million, or about 2 percent under the rail- 
road retirement system. 

Mr. Chairman, I would like to digress here to say that I am in- 
debted to Mr. Moss for his suggestion that we make a study of the 
supplemental pension plans in other industries and I can discuss 
that later. 

It is an acknowledged fact that the benefits under the railroad re- 
tirement system are costlier, and are far superior than those under 
social security, as any truly comparative data will prove conclusively. 
For example, the average benefits to be awarded in 1959 for retire- 
ment and disability under social security will be $83.50; under the 
Railroad Retirement Act, $126.90. 

Without any changes in the present law railroad workers can look 
forward as time moves onward to even wider spreads as earnings 
and services bring both groups up to the following maxima: 

In 1979 under social security, wage and disability maximum will 
be $125 per month; under the Railroad Retirement Act, $273.90, or 
practically $150 per month more. 

Under the insurance lump sum, or what we call the funeral expenses, 
the maximum is $255 emir social security and will remain there. 
Our maximum today is $718 and by 1979 will be $865.30. 
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The railroad retirement system guarantees a return to the survivors 
or estates of all railroad employees of all of the money they put into 
the fund plus a slight amount in lieu of interest, minus benefits paid. 
Social security does not. 

So that the maximum today of a residual payment to a survivor 
or the estate of a railroad worker is $4,653 and in 1979 it will be 
$10,533, and you cannot buy that for the price under private insurance. 
' The railroad retirement system has recently added many other 
improvements. An age annuitant may also receive, if entitled thereto, 
benefits under the social security program, without any reduction in 
his railroad retirement check. waht B 4 

There are around 60,000 such individuals presently doing so and 
that number is increasing constantly. In point of fact, recent study 
revealed that 72 percent of the 1,628,000 employees for whom some 
railroad service was reported in 1956, had accumulated some social 
security credits. 405,000 of these, or 25 percent, had dual coverage in 
that year alone and of that number 82,000 received credit for 12 
months of railroad service, and that, I believe is indicative of the 
amount of secondary jobholding among regularly employed railroad 
workers. 

Also, while the relatively small minority of railroad employees in 
the total population of industrial workers has the privilege of a 
supplemental retirement and survivor program, its members also 
enjoy certain rights under the minimum guaranty provisions of the 
Social Security Act. 

Because of the 1958 amendments to that act, some 30,000 retired 
railroad employees, 90,000 wives and 160,000 widows, children, and 
aged parents received increases of about 7 percent, generally, in their 
annuities under the Railroad Retirement Act, effective in January 
1959. 

As a matter of fact, these increases for spouses are even higher, 
ranging from 10 percent now to 17 percent a year hence. H.R. 1012 
proposes to add another 10 percent to that increase. 

H.R. 1012 proposes to increase the taxes on railroad workers from 
$21.88 per month to $27 in 1959-61, $29 in 1962-64, $32 in 1965, $34 in 
1966-68, and $36 in 1969 and thereafter, with no assurance, as experi- 
ence has shown, that there will no further increases in the interim. 

I would venture the opinion that when the tax assessment against 
employees was raised on January 1, 1952, from 6 percent to 614 percent, 
it was not then thought that further increases in that tax assessment 
would be necessary, at least in such a short space of time. 

The industry’s share of the proposed additional taxes for retirement 
purposes would be: 

$57 million per year in 1959-61; 
_ $87 million per year in 1962-64, 
increasing steadily to around $185,000,000 per year in 1969. 

I shall refer later to the additional tax burden upon the industry 
ig this bill proposes under the Railroad Unemployment Insurance 
Act. 

These proposals to saddle additional taxes upon currently active 
employees—who have been carrying the burden of the cost of benefits 
to those who retired without contributing commensurately to the 
system—upon future entrants and upon an industry that is struggling 
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to recapture its losses and keep as many employees as possible on the 
payroll is, in my opinion, ill-timed and ill-advised. 

it may interest the committee to know that a study made coverin 
annuitants on the rolls as of December 31, 1955, who retired at a 
65 and over, and who had some railroad service after 1936 contributed 
$240 million in employee tax contributions, and had then already 
received benefits totaling $1,470 million, a ratio of $6 to $1. 

Furthermore, when the value of future benefits were included, their 
ratio of benefits to contributions was almost $12 to $1. The 195) 
amendments to the Railroad Retirement Act increased annuities by 
15 percent and provided for the first time annuities to wives of rail- 
road employees. 

The 1954 amendments permitted annuitants to receive full benefits 
even when simultaneously entitled to social security benefits. The 
1955 amendments increased the wife’s maximum from $40 to $54.30 
because of changes in the Social Security Act, and that maximum was 
further increased through the social security amendments of 1958 
and will be $63.50 beginning in February 1960. That does not con- 
sider or contemplate the 10-percent increase proposed by the bill, 
These amendments since 1951 have increased benefit payments by $278 
million, or 52 percent. 

In the vital statistics between 1951 and today is the following in- 
congruous situation : 

Under the railroad retirement system as of June 30, 1951, there 
were 407,000 beneficiaries. On June 30, 1958, there were 710,000. 
The total benefit payments for the fiscal year ending June 30, 1951, 
were $317 million ; last year, $721 million. 

The administrative expenses for the fiscal year ending June 30, 
1951, were $4,739,000; last year, $8,433,000. I might add here, too, 
that the tax collections per calendar year for 1951 were $709 million; 
last year, $536 million, or $173 million less. 

What has happened to the industry upon whose welfare this whole 
system depends? Revenue freight carloadings in 1951 were 40% 
million; last year, 30 million, a decrease of over 10 million cars. 

The revenue passengers carried decreased from 483 million to 375 
million, and the average number of employees from 1,276,100 in 1951 
to 841,000 in 1958; and that, gentlemen, is the average of the count on 
all class I railroads. 

In lieu of the proposals in H.R. 1012, I earnestly recommend that a 
moratorium be declared against any further increases in benefits under 
the Railroad Retirement Act, at least until such time as the help, as 
you, Mr. Chairman, mentioned, given the industry and its own efforts 
to improve its position and stabilize railroad employment can be prop- 
erly evaluated by both management and currently active employees. 

I am as firmly opposed to those proposals in H.R. 1012 to further 
enlarge or extend the already overgenerous benefits under the Rail- 
road Unemployment Insurance Act, adding $40 million in 1959 and 
by 1962 $43 million per year to the present tax assessment against 
the industry. 

The average daily benefit rate for unemployment, paced by the 
growth in rates of pay and amendments in 1952 and 1954, rose from 
$3.55 in fiscal 1951-52 to $7.80 last year and is currently in excess 
of $8. 
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This bill proposes to further increase these benefit rates from 8 to 
95 percent with a general advance of 20 percent. 

It also proposes, significantly, to retroactively extend benefits to 
employees who exhausted their rights although the opportunity to 
do so was rejected when the program for all other workers was adopted 
in the last: session of the Congress. 

The cost of this particular proposal is estimated between $15 mil- 
lion and $18 million. Under present law, railroad employees can and 
do draw unemployment benefits in more than 1 year, as I will attempt 
to show. 

Actually 164,000 of the 229,000 railroad employees, or practically 
70 percent, who drew unemployment benefits between July and _De- 
cember 1958, were also beneficiaries in the fiscal year ending June 
30, 1958. 

A recent study by Board technicians revealed that of 1,445,000 un- 
employment insurance beneficiaries in the 18-year period ending June 
30, 1957, over 354,000 drew benefits in 2 years, 170,000 in 3 years, 
90,000 in 4 years, and 30,000 in as many as 8 or more years. 

The railroad unemployment insurance act needs reappraisal, not 
liberalization, for certainly there can be no fairness nor equity in the 
requirements that compelled the railroad industry by law over the 
past decade to pay out m unemployment benefits $90.5 million to em- 
ployees who were discharged or suspended for just causes, or who 
voluntarily quit their jobs, $15.6 million to employees participating 
in strikes against the industry and to other employees affected by such 
work stoppages, when the Federal-State systems, covering the ma- 
jority of the Nation’s industrial workers, consider voluntary separa- 
tions, discharges for misconduct and labor disputes as major reasons 
for the disqualification of claimants for unemployment insurance 
benefits. 

In the last fiscal year 10,200 railroad employees who were dis- 
charged or suspended for such just causes, drew $6 million in unem- 
ployment benefits under the Railroad Unemployment Insurance Act. 

Let's look at some of the reasons for their discharges and suspen- 
sions and the amount of benefits paid to such employees. Eight 
hundred and sixty-three drew $500,000 for being intoxicated on or 
when reporting for duty. Nine hundred and thirty drew $422,630 
for violation of operating rules. Three hundred and sixteen drew 
$145,000 for responsibility in accidents. One thousand and twenty- 
eight drew $677,000 for being absent without leave, or failure to pro- 
tect. assignment, and so forth. Nine hundred and eight drew $511,000 
for misconduct, insubordination, negligence. Three hundred and 
seventy-one drew $245,000 for dishonesty and police records. Six 
hundred and twelve drew $417,000 for nonpayment of union dues. 

I was accorded the privilege just recently of reading a communica- 
tion addressed to a Member of this Congress from an employee who 
was discharged by a railroad, and who was appealing for help in 
getting reinstated. This communication, among other things, con- 
tained this statement by the employee: 


The brotherhood officials have refused to help me. 


Now, there was a case where even the brotherhood refused to help him, 
for some just reason, I can assure you, but, nevertheless, under the 
Railroad Unemployment Insurance Act we were compelled to pay that 
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fellow $2,000 and more in unemployment insurance benefits, and he 
collected for 52 straight weeks. Thirteen thousand one hundred raij- 
road employees who voluntarily quit during the last fiscal year eo]. 
lected $8,196,000 in unemployment benefits, although the only valiq 
reason I know for quitting a job is to accept a better one, and even 
then the Railroad unemployment Insurance Act is unduly liberal. 

To illustrate, a veteran employee with over 30 years of service yol- 
untarily quit on July 1, 1956, to enter the real estate field. The dealer's 
promises did not materialize so that employee on January 1, 1957, ap. 
plied for and received benefits under the Railroad Unemployment 
Insurance Act and collected $1,105. 

Since he also worked in the first half of 1956 he drew additional 
benefits under the Railroad Unemployment Insurance Act beginning 
July 1, 1957. 

Now are such persons truly entitled to extended or retroactive bene- 
fits or to any benefits whatsoever under the Railroad Unemployment 
Insurance Act? So far as I can determine, no other industry is re. 
quired by law to subsidize its employees for hampering or halting its 
production or services. 

In the 11 years ending June 30, 1958, over 800,000 railroad em- 
ployees drew sickness benefits aggregating $402 million, and 30,000 
drew benefits for maternity, totaling $31 million, all under the Rail- 
road Unemployment Insurance Act. 

Only four States provide sickness benefits, and in two of those the 
cost is borne entirely by employees. Yet the railroad industry is, 
through taxation, required to shoulder the entire burden for its em- 
ployees throughout the Nation. 

Only one State provides maternity benefits, but let me give youa 
classic example of the generosity of the Railroad Unemployment In- 
surance Act in an actual case. 

Here is a record of benefits actually received by a female employee 
in a western area under the Railroad Unemployment Insurance Act: 
From October 30, 1954, to January 6, 1955, sickness benefits for 52 
days amounting to $390; from January 17 to May 12, 1955, 116 days, 
maternity $975; from May 20 to June 30, 1955, 30 days of sickness 
benefits, $225. 

A new benefit year started on July 1, and from July 1 to July 14 she 
collected $43.98. She returned to work on July 15. She then drew 
vacation pay from the railroad for 2 weeks, from August 15 to August 
26, 1955. 

She resigned on August 26, 1955, but received sickness benefits 
from August 27, 1955, to February 18, 1956, 124 days $908.92. Dur- 
ing her previous service from July 15 to August 14 she earned $447.07, 
which qualified her for unemployment, sickness, and maternity bene- 
fits in that amount for the year beginning July 1, 1956, so promptly 
on that date, she applied for and was paid sickness benefits amount- 
ing to $447, and then from October to December 2, 1956, she again 
drew maternity benefits of $447, or a total of $894. 

Thus, for less than 1 month’s actual service over a period of 26 
months that employee received $3,437 in sickness and maternity 
benefits under the Railroad Unemployment Insurance Act. __. 

Unless you believe that is an isolated case, here is one that just 
came to my attention. A female employee who resigned from rail- 
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road service after having been employed for 8 months, September 
1955 to May 1956, and those dates are important, received maternity 
benefits under the Railroad Unemployment Insurance Act in connec- 
tion with the births of two children, one born 10 months after her resig- 
nation from the railroad service, the other born a year after that. _ 

Benefits in each case amounted to $975. Here is how that was and 
can be done: She resigned in May 1956. The first child was born in 
March of 1957 and the second in March of 1958. Her first maternity 

eriod began in the benefit year beginning July 1, 1956, for which the 

ase period was the calendar year 1955. 

The second maternity period began in the benefit year starting 
July 1, 1957, for which the calendar year 1956 was the base year. 
While employed her daily rate of compensation was around $15. Her 
total earnings for the 8 months of actual employment were approxi- 
mately $2,500 and on the basis of which she collected an additional 
$1,950 in maternity benefits. 

The Railroad Retirement and Social Security Act provides imme- 
diate annuities to retiring workers entitled thereto, but it is permis- 
sible under the Railroad Retirement Act for a railroad worker to 


. defer the effective date of his retirement and, in the interim draw 


unemployment or sickness benefits. These practices are costing the 
railroad industry around $12 million per year. 

During the past 3 years around 40,000 persons were granted an- 
nuities under deferred retirements. 

Here is a case: A man aged 67 began railroad service in July 1948. 
He ended his service in December 1957. He had a total of 114 months 
of railroad service, which does not qualify him for railroad retire- 
ment, but he applied for railroad unemployment insurance benefits 
under the Unemployment Insurance Act in January 1958. 

In our policing program we found that he was available for and 
seeking work, so we paid him benefits. The chance of his getting a 
job was very remote but we had to pay him the benefits. 

On March 27, 1958, social security awarded him an annuity of 
$95.70 (which is now $102), retroactively to 1957. Meanwhile, we 
paid him unemployment benefits under the Railroad Unemployment 
Insurance Act totaling $875.93. 

When he received his social security award we recovered $551 of 
that amount. This claimant reported some employment between July 
and October 9, 1958—bear in mind July starts a new benefit year— 
when he was injured working outside of the railroad industry, so the 
very next day on October 10, 1958, he began claiming sickness benefits 
un on his 1957 earnings, and through January 16, 1959, collected 

50. 

Although this claimant is not entitled to an annuity under the 
Railroad Retirement Act, has not rendered any railroad service since 
December 1957, was injured in an occupation outside of the railroad 
industry, has received and is receiving an annuity under the Social 
Security Act by reason of his age, he has been able thus far to collect 
over $775 from the Railroad Unemployment Insurance Act and can 
collect at least another $450. 

Furthermore, benefits are never reduced or canceled in cases of 
fraud under the Railroad Unemployment Insurance Act, as they fre- 
quently are under the Federal-State system. 
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In the fiscal year ending June 30, 1958, our field offices made 9,195 
spot checks on unemployment insurance beneficiaries for possible em- 
ployment on days claimed as idle and found that to be true in 2,079 
cases, or 22 percent of the cases checked, and that is not chickenfeed, 

The recovery possibilities were almost $300,000. 

Mr. Chairman, and gentlemen, I sincerely believe that the removal 
of these inequities from the Railroad Unemployment Insurance Aet 
will deprive no one of just benefits, and will definitely be in the 
interest. of the industry, its employees, and the public welfare, 

The CuatrMan. Does that conclude your statement ? 

Mr. Hear. Yes, sir. 

Mr. Witatams. Mr. Healy, I listened with a great deal of interest 
to your outlining the abuses of the unemployment compensation bene- 
fit privileges. Is that a widespread thing or are these isolated cases 
which you have presented ? 

Mr. Heaty. No, sir; they are not isolated cases at all; 10,200 people 
in 1 year discharged or suspended, is not isolation. It is all over the 
country. 

Mr. Wua1ams. Out of how many total payments or total recipients! 

Mr. Hearty. We had 308,000 beneficiaries last year; 10,000. drew 
benefits for being discharged and suspended, and 13,000 drew benefits 
for voluntarily quitting and that amounts to 23,000, or nearly 10 
percent. 

Mr. Wiiu1aMs. In other words, you would estimate that 10 percent 
of those who received unemployment compensation benefits would fall 
within the category that you mentioned a few minutes ago ? 

Mr. Heaty. Yes, sir; based on the record for last year and on the 
record for the last 3 years. 

Mr. Witu1aMs. What would you suggest in the way of general legis- 
lation that might correct these abuses and yet leave intact the legiti- 
mate cases? Is it possible to write legislation which would do that! 

Mr. Heauy. I would immediately amend the Railroad Unemploy- 
ment Insurance Act to deprive benefits to all employees who were dis- 
charged or suspended for just cause. You understand, they have an 
appeal, 

Mr. Witu1AMs. I understand. 

Mr. Heaty. To all who voluntarily quit, to those who are entitled 
to immediate annuities under the Railroad Retirement and Social 
Security Acts, to those who are guilty of fraud, and I’d take out mater- 
nity benefits. 

I would probably get an argument about that, but I would take that 
out. Lalsothink I would take out strikes. 

Mr. WituiaMs. On page 5 you mentioned that some $15,656,000 
were paid to employees participating in strikes against the industry. 

Mr. Heary. That is right. 

Mr. Wii1aMs. I have often wondered what the theory might be, 
or justification if you want to call it that, for requiring that the rail- 
roads pay unemployment compensation to workers who are unem- 

loyed on account of strikes against the industry. What is the justi- 
cation for that as it has been presented to you ? 

Mr. Heaty. Well, there was quite a bit of testimony on that inthe 
1957 hearings, but it hasn’t convinced me: If a man, wants to strike, 
let him strike, but I don’t think he has a right to collect unemployment 
benefits from the people he is striking against. 
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Mr. Wu1ams. That is a matter that concerns me a great deal. I 
would like to hear the moral justification for it. ne 

Mr. Hearty. I don’t see any moral justification, Mr. Williams. 

Mr. Wiiu1aMs. I hope that other witnesses who will appear follow- 
ing you will deal with that subject because I am rather curious as to 
where an obligation on the part of the company might lie to finance 
astrike against itself. 

Mr. Heaty. That is actually what we are doing. 

Mr. Wuu1aMs. Taking these abuses out, as you related them, and 
basing your estimate upon the present cost of the unemployment com- 
pensation program, what would be the necessary cost of the program, 
assuming that these abuses could be eliminated ? 

Mr. Heaty. Let us put it this way 

Mr. Witu1aMs. I am referring to the flagrant abuses. 

Mr. Hearty. Yes. I would say we could save roughly between $25 
million and $35 million for the unemployment fund by taking these 
and other things out. 

Mr. Wutttams. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Bennett? 

Mr. Bennett. No questions. 

The Cuarrman. Mr. Roberts? 

Mr. Rozerts. No questions. 

The Cuairman. Mr. Springer? 

Mr. Sprincer. No questions. 

The CuatrMAN. Does anyone else have any questions? Mr. 
Moulder ? 

Mr. Movutper. Mr. Healy, are you opposed to the railroad retire- 
ment system ? 

Mr. Harr. No, sir. 

Mr. Moutper. Would you favor a reduction in benefits. 

Mr. Heaty. No, sir. I might say I have 30 years in it myself, Mr. 
Moulder. 

Mr. Movutper. Do you think the present benefits should be 
reduced ? 

Mr. Hearty. No; I think a moratorium should be declared upon 
any increases in benefits. 

Mr. Moutper. Your use of the figures and the totals were very 
impressive, such as the cost of H.R.1012. The proposal to increase 
the taxes on railroad workers from $21.88 per month to $27 for the 
period 1959 to 1961 actually amounts to an increase of 17 cents a day, 
does it not ? 

Mr. Huary. Yes, sir. I would like to make clear that most of these 
additional taxes are going to be on the young men. For example, 
With; respect, to our median, which our experts term the balance be- 
tween so many below and so many above, railroad employees today 
have a median age of 43. 

That means 50 percent. of them are young men under 43 that will 

) paying these taxes. A fellow that is 55 or 60 years old, doesn’t 
mee paying increased taxes a couple of more years to get larger 

nefits. 

Mr. Mouxper. I am taking the method of your argument that you 
used in the cost to the industry of $57 million. 

Mr. Heaty. That is from the railroad side only. There would be 
an equal amount from the employees. 
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Mr. Movtper. Likewise, that would amount to only 17 cents per 
day for each employee, too, would it not 

Mr. Herary. That would be the railroad’s contribution of it, yes; 
but 17 cents a day is $5 a month. You count it up and it is a whole 
lot of money. 

Mr. Moutper. That is all. 

The Cuartrman. Mr. Derounian ? 

Mr. Deroun1An. No questions. 

The Cuarrman. Mr. Younger? 

Mr. Youncer. I have only one question, Mr. Chairman. 

Does the management of the railroads have any objection to put- 
ting the management of the retirement fund into private manage. 
ment between themselves and employees by negotiation ? 

Mr. Hearty. That would be a matter of policy, Mr. Younger, and 
I think their spokesmen will be able to answer that. 

The Cuatrman. Mr. Macdonald? 

Mr. Macponap. I just have two short questions. 

In your description of employees participating in strikes against 
the industry I was wondering how an employee strikes against the 
industry as a whole. 

Mr. Heaty. For example, if the railroad employees on X Y 7 
railroad go out on strike, they are striking against that railroad. This 
provision I am talking about does not cover where, for example, they 
have a steel strike and our employees are naturally unable to work. 
That is not what I am talking about at all. 

I am talking about a strike of the employees against the X YZ 
railroad. 

Mr. Macponaxp. Therefore, if, for example, they were striking 
against the New York, New Haven & Hartford, or the Boston & 
Maine, you would say a strike against Mr. McGinnis or Mr. Alpert 
is a strike against the industry ¢ 

Mr. Hearty. That is drawing it pretty fine. How would a strike 
be against Mr. Alpert and Mr. McGinnis? You strike against the 
railroad. 

Mr. Macponatp. That is what I was wondering, if you had channels 
into which you put employees who were on strike, one group against 
a railway and one against the industry. 

Mr. Hearty. No, no. 

Mr. Macponatp. The language should more properly be used then 
“against their employer.” 

Mr. Hearty. Yes, against their railroad employer. 

Mr. Macpvonatp. I was interested in your statements concerning 
taking out maternity and sickness benefits. I was wondering, if they 
are taken out of the unemployment insurance benefits, shouldn’t they 
be a matter of collective bargaining between the employees and their 
erecta and management ? 

r. Hearty. I don’t think so, not necessarily. We have a retire- 
ment system supported on a half and half basis. The railroad employ- 
ees themselves do not contribute anything to sickness. Sickness is not 
a particular railroad hazard. It happens to you or me. 

I think perhaps there might be some section set up where sickness 
would be administered in the same way, maybe on a 50-50 basis, like 
retirement. The avenues are there. 
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Mr. Macvonatp. Perhaps I did not follow you, but my question was, 
Do you think that if they come out of the unemployment insurance 
benefits it has to become a matter for collective bargaining between the 
employee and the employer? we 

Mr. Heaty. That is a matter of opinion. 

Mr. Macponatp. What is your opinion ? 

Mr. Heaty. In my opinion, no. 

Mr. Macponap. I will ask you again if you do not think it should 
be under the insurance benefits and it is not a matter of collective 
bargaining, what happens? 

r. Heaty. It could be under the railroad unemployment insurance 
insurance act. 

Mr. MacponaLp. However, not under the present act ? 

Mr. Heaty. No, sir, it has to be amended. 

Mr. Macponarp. That is all. 

The CuarrMan. Mr. Devine? 

Mr. Devine. No questions. 

The CuHatrman. Mr. Moss? 

Mr. Moss. Mr. Chairman, I am very much intrigued by the state- 
ment on page 5: “Furthermore, benefits are never reduced or can- 
celled in cases of fraud under the Railroad Unemployment Insur- 
ance Act.” 

Do I understand you are without any remedy at all to deal with a 
fraud case ! 

Mr. Hearty. We have this partial remedy, Mr. Moss: We can dis- 
qualify him for 75 days and then we have to pay him all of the 
benefits due. There is this: If we go into court and get a conviction 
the court may impose a penalty. In some cases they have imposed a 
jail sentence, but that is the only other remedy we have. 

We just say, “You can’t get paid for 75 days, and then we pay 
you.” 

Mr. Moss. If you get a conviction do you then pay them ? 

Mr. Heaty. Yes, sir. 

Mr. Moss. Even while they are serving time as a result of a con- 
viction you continue to pay them the benefit? 

Mr. Heary. Yes, sir. Invariably a court will give them an order 
to return the money or in some few cases they have given small sen- 
tences, 30 or 60 days. 

Mr. Moss. How widespread is this fraud ? 

Mr. Hearty. I wouldn’t say too widespread, but it is a temptation. 
As I say, we made 9,000 checks and in about 22 percent of the cases 
we found where a guy was chiseling—I use the word “chiseling”— 
here and there by working in one position and claiming unemploy- 
ment benefits from us. I say 22 percent. It ought to be stoners. 

Mr. Moss. Is that a defect in your enforcement program ? 

Mr. Heaty. No, sir; it is not a defect in our enforcement program. 
Contrarily, our policing program develops these cases, but we have 
neither the personnel or the time or the money to police every claim. 
We just have to spot-check them. 

Mr. Moss. Have you compared the fraud rate in your system with 
that prevailing generally in the State-Federal programs? 

Mr. Heaty. No, sir; we haven’t but I understand that they auto- 
matically disqualify in most States. We have checked the compara- 
tive system, but not the percentage. 
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Mr. Moss. I would, after having an opoprtunity to analyze your 
statement, which was certainly complete with a great many interest- 
ing statistics and statements, like to discuss this further with you, 

{r. Heaty. I would be happy to any time it would be convenient 
to you, Mr. Moss. 

Mr. Moss. I would point out that much that you have given us in 
the way of statistics is of itself meaningless until you relate it to 
some other comparable operation. 

Mr. Heary. That is right. I will hold myself available until you 
are ready. If I am not here please get in touch with Mr. Walsh and 
I will be here the next morning, if possible. 

Mr. Moss. The lack of that comparison I think makes the figures 
not overly valuable for this hearing. 

Mr. Hearty. Yes. 

The Cuarrman. Will the gentleman yield for a clarification? 

Mr. Moss. Yes. 

The Cuatrman. Did I understand you to say, Mr. Healy, that if a 
man was convicted of fraud or convicted in court, say, of stealing from 
the company you still had to pay him? 

Mr. Heary. Not if it is feaiiiies claiming unemployment insurance 
benefits. If he steals from the company and he goes to jail, we have 
to pay him unemployment benefits; yes, sir. 

Mr. Wituiams. You mean he could be in a penitentiary and receive 
unemployment compensation ? 

Mr. Hearty. Yes, sir; we do. There have been actual cases of that, 
where the man was in jail. 

Mr. Moss. Would you give us a summary of a few of those cases? 

Mr. Heary. Yes,sir. I have a hundred here, or more. 

The Cuatrman. If the gentleman will permit, I think it would be 
very important to explore this some more because I see some of your 
associates back there shaking their heads and saying otherwise. 

Mr. Heraty. Well, I have some examples. 

Mr. Moss. I would like to pursue it just a little further, too. You 
say that in a case of fraud you continue to pay benefits when the fraud 
would not be that of claiming benefits when the person was not en- 
titled to them because they were actually employed ? 

Mr. Heraty. Oh, no, no. He has to be working while claiming 
benefits. 

Mr. Moss. In other words, he has to be unemployed and available 
and ready to accept employment and the fraud could be of a technical 
nature in the claiming or he could, during a period of unemployment 
when certifying complete lack of employment, have been doing some 
odd jobs or picking up a paycheck ? 

Mr. Hearty. That ts right. 

Mr. Moss. If he was picking up a paycheck, could you not deduct! 

Mr. Heaty. We would recover as much as we could. 

Mr. Moss. In other words, you have a remedy against fraud? 

Mr. Heaty. That is right, yes, sir. 

Mr. Moss. And the statement here is more broadly stated than the 
facts would justify ? 

Mr. Heary. Well, it is stated to show the existence of the fraud. 

Mr. Moss. You say you do have a remedy ? 

Mr. Heaty. Yes, sir. 
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Mr. Moss. You are not powerless to deal with these cases of fraud ? 

Mr. Heaty. No; but we have to keep checking, and when we do catch 
them we don’t always get all of the money back. 

Mr. Moss. Is it not always true that you have to catch any criminal ? 

Mr. Heaty. Yes, sir; but we don’t have the manpower to police 
every claim. 

Mr. Moss. Thank you. 

That is all, Mr. Chairman. 

The CuHatrrMANn. Mr. Keith. 

Mr. Keirn. Sir, it was my understanding from the previous wit- 
ness that the retirement fund made payments to social security in order 
to have the advantages of that system and that the advantages were 
commensurate with the premium and comparable to those paid in other 
industries; is this correct ¢ 

Mr. Heary. Yes. 

Mr. Kerrn. On your first page of testimony you show, for example, 
that social security pays $72.20, and the railroad retirement pays more, 
$116.80. I would say from the testimony of the previous witness, 
therefore, that $72.20 of that $116.80 was paid by social security. 

Mr. Hearty. Of our $116.80? 

Mr. Kerru. Yes, sir. 

Mr. Heary. I wouldn’t want to answer that because these are average 
figures, but I would like to ask if that is correct. I understand it is 
correct. 

Mr. Krrrnu. So your liability is for the difference between these two 
things ¢ 

Mr. Heauy. Yes. 

Mr. Kerrn. One of the advantages of having social security in this 
system as contrasted with having it separate and distinct from it, is 
that apparently you can get duplicate benefits if you had outside em- 
ployment. There is no filing system that identifies the recipient as 
receiving two social security benefits. He gets the social securit 
benefit from private employment and the social security benefit remeaery | 
the channel of the railroad retirement ? 

Mr. Hearty. That is not correct to this extent: For example, if he 
has 10 years of service he comes under the retirement system. If he 
has less than 10 we certify to social security how much service he has. 
Under our plan he can also have a separate social security, providing 
he has 10 years of railroad service. . 

Mr. Kerrn. However, he is not barred from receiving social secu- 
rity benefits commensurate with his outside employment by the fact 
that he is already getting $72.20. 

Mr. Heary. That is right. 

Mr. Kerru. So he also gets the maximum benefits through your 
system, through your certification, but it is not paid by a Social Secu- 
rity Administration check. 

He is in effect getting the advantages of social security there and 
then he gets outside employment and draws in effect, social security 
benefits in addition. 

Mr. Hearty. You say social security. You mean railroad retire- 
ment benefits ? 

Mr. Kerr. No. I am talking about outside employment. 

Mr. Heary. That would be covered by social security. 
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Mr. Kerrn. Covered by social security from which he receives 
benefits ? 

Mr. Heaty. Yes. 

Mr. Kerr. It is a compounding of benefits which is contrary to 
the intent of the law. 

Mr. Heaty. I do not think so. He is entitled to all he can get 
under the railroad retirement system and he is entitled to all he can 
get under the social security system. 

Mr. Kerru. Let me say if I worked for two firms and got $4,200 
which was the maximum amount of pay that they would use in de. 
termining my social security benefits and then I had another job 
for which I got $4,200, I would not be able to draw additional bene. 
fits and they would not accept my contribution. 

I could not contribute to both plans and get twice the benefits from 
two employers unless I were in the railroad retirement fund? 

Mr. Heaty. That is right. 

Mr. Kerrn. That is one of the advantages to having social security 
through this channel as contrasted to the suggestion of Mr. Younger? 

Mr. Hearty. That is correct. 

Mr. Kerrn. Thank you, sir. 

The CHatrman. Mr. Healy, with reference to the unemployment 
insurance phase of this program, would the additional benefits under 
this program mean more for the railroad employees, or would it be 
comparable to the unemployment benefits given to all other employees 
of other industries last year with the special provisions made as ree- 
ommended by the President? 

Mr. Heatry. The bill contains a provision of that, Mr. Chairman, 
for the retroactive payment for the same 65 days. 

The Cuarrman. In other words, it would provide retroactive bene- 
fits identical, for a period of time, to those given to employees of 
other industries last year. 

Mr. Heaty. That’s right, but, as I pointed out, most of our em- 
ployees just went into another benefit year on July 1, 1958. 

The CuarrMan. Do you object to that, too? 

Mr. Heaty. Yes, sir, I object. As I pointed out, they already have 
that privilege. 

The Cuamman. Are you telling this committee that under the pres- 
ent unemployment insurance act the railroad employees who were laid 
off of their jobs for one reason or the other received the same special 
additional benefits as employees of all of the other industries under 
the special provision of law that was made last year? 

Mr. Heatry. Let me put it this way: I said that 164,000 of the 229, 
000 employees who drew benefits from July 1, 1958 through December, 
1958, drew benefits from the preceding year, so to that extent, they did. 

The Cuarrman. That was under the regular unemployment insur- 
ance act as it now exists, isn’t that right ? 

Mr. Heaty. Yes, sir. 

The Cuamman. And has existed throughout its history, I suppose, 
has it not ? 

Mr. Heary. That is correct, yes, sir. 

The Cuarrman. However, they did not receive any additional spe- 
cial unemployment benefits as employees in all other industries? 

Mr. Hearty. No, sir. 

The Cuarrman. Is that right? 
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Mr. Hearty. That is right. 

The CuarrMan. I wanted to clear that for the record to be sure. 
Mr. Avery ¢ 

Mr. Avery. Mr. Chairman, I have a question. 

Have you concluded your questioning ? 

The Cuamman. Yes. I just wanted to get that one matter straight- 
ened out. 

Mr. Avery. My question, Mr. Healy, was largely along the lines 
that our chairman directed to the witness preceding you and I was 
called out and I am sorry I had to leave at that particular time. 

Possibly I do not have the question developed in the way I want to 
ask it. We have been considering unemployment insurance and re- 
tirement here as two separate packages. but 1 am not so sure that is the 
right approach because it seems to me there is a pretty delicate bal- 
ance that hangs between the two programs; they are not separate and 
distinct. 

By that I mean this: Is it not a fact that there have been hardly 
any new employees added to the railroad employment rolls, say, in the 
last 3 years / 

Mr. Hearty. Oh, yes. We have had new entrants into the railroad 
service every year; 158,000 new employees came in 1955 and 140,000 
in 1956, and about 110,000 in 1957. So far this fiscal year we have 
about 22,000 new entrants. 

Mr. Avery. Those are new names ? 

Mr. Hearty. Yes, sir, new names. 

Mr. Avery. I am having a hard time to understand why we can 
have 130,000 unemployed in February of this year probably and yet, 
we are adding new names to the roster. 

Mr. Hearty. There are a lot of answers to that, Mr. Avery. In 
the first place, there are special types of employees the railroads are 
hiring. In the second place there will be times when your facilities 
are necessarily moved to another location, the employees won’t go. 
You have to employ new ones. 

Then again it becomes a question of temporary employment some- 
times, due to a snowstorm or heavy freight run. 

I might say this in fairness to that question, that we are having a 
lot of success in extending the seniority rights and having people 
transferred from one job to another or securing for them other jobs. 

There are a lot of angles to it, but I think we are trying to cut 
down new entrants to actual necessity and at the same time, trying 
to place the unemployed in either different jobs or different. occupa- 
tions, or other districts of the railroads, or other railroads, and in 
fact, in other industries. 

Mr. Avery. May I phrase my question a little bit differently ? 
Would it be reasonable to assume that most of the new employees 
would be on a temporary basis and would probably not get past 10- 
year minimum so as to go on railroad retirement and would stay 
under social security ? 

Mr. Heaty. I would say that a great. majority would never accumu- 
late 10 years of service in the railroad. 

Mr. Avery. Then it seems to me we are back where we started from, 
that as far as the railroad retirement pension fund is concerned, we 


are not really adding very many more names to that, are we? 
Mr. Heary. No. 
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Mr. Avery. And at the same time it seems to me that that makes 8 
little closer connotation to the unemployment insurance fund. [ do 
not have this thought through quite to my ultimate conclusion the 
but I think we are making an erroneous approach here unless we take 
a little closer look at the effect one program has on the other as far as 
their impact on the railroads are concerned and on the individya] 
employee also. 

Mr. Hexary. I think you have good food for thought there. For 
example, it is my own opinion that as you increase your beneficiaries 
then the load is going to fall heavier on the younger men. Now, to 
the extent that we balance that out and have so far as we can—yoy 
can’t always do that in the railroad industry—a sort of stabilized 
employment, and it is going to stabilize at some figure sooner or later, 
then you have what you are trying to say is a connected system, 

Mr. Avery. Are you basically in agreement with your preceding 
witness that possibly the total employment figure for the rail lines 
may approach 1 million employees? 

Mr. Heraty. As a stabilized figure? I hope so, but I doubt it. 

Mr. Avery. Thatisall. Thank you, Mr. Chairman. 

Mr. Frrepe.. Just one question, Mr. Chairman. 

The Cuatrman. Mr. Friedel. 

Mr. Frrepev. Did I understand you to say earlier that a younger 
employee would be paying the largest tax ? 

Mr. Heatry. Paying them all. 

Mr. Frieper. Paying them all. How do you reconcile that and 
claim that 130,000 are only temporary? Where are you getting your 
young help ? 

Mr. Heaty. For example, you get them out of colleges. You get 
them out of schools. They go in the railroad business. 

Mr. Frrepev. Then they are not. temporary employees, are fhey! 

Mr. Hearty. We hope that a good many of them will become perma- 
nent employees, but as to the number we get in the general run of 
railroad business, they will go in and work for a couple of years and 
sometimes they quite for one reason or other, but out of that group 
we would like to be able to hold particularly the young and ambitious. 

Mr. Frrepet. Do you not try to get them employed permanently! 

Mr. Heaty. Yes, we try to keep whatever we can keep in the 
industry. 

Mr. Frreper. You have more than 200,000 drawing unemployment 
insurance and you are employing around 130,000 new people each 

ear ? 
" Mr. Heary. No, no. I said last year it was down to 22,000 so far 
this year. 

Mr. Frrevev. Only 22,000? 

Mr. Hearty. But in past years, going back, we have had as high 
as 158,000. 

Mr. Ruopes. Will the gentleman from Maryland yield? 

Mr. Friepet. I will yield. 

Mr. Hearty. You say you wanted some of these new entrants? 

Mr. Ruopes. You aid 22,000. Does that mean that many of them 
are out of unemployment insurance benefits? Is that what reduced 
the amount to 22,000? 
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Mr. Hearty. No. The 22,000 are people who have come into the 
railroads with no prior railroad service. Those are new entrants. 

The CuHamMan. Is there anything further? 

Mr. Brock. 

Mr. Brocx. Mr. Healy, I did not quite understand you when you 
replied to Mr. Moss here. Are you going to place into the record a 
summary of the cases of fraud that you have mentioned ? We have 
heard isolated cases. We have heard isolated cases of maternity cases 
and payments made thereto, but are you going to furnish for the 
record a summary of the cases percentagewise ? 

Mr. Hearty. Yes, sir; I will be happy to. You understand that 
will be by figures only. 

Mr. Brock. Yes,sir. _ 

Mr. Heaty. Let me see if I have just what you want. 

For example, we checked 9,000. I can give it by quarters, and re- 
eoverable cases, and recoverable payments, and also the number of 
fraud cases we instituted, the number of convictions. 

Mr. Brock. You will place it into the record ? 

Mr. Hearty. Yes, sir. 

(The information to be supplied follows :) 

UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT Boarp, 
Chicago, Ill., February 13. 1959. 
Hon. OreEN HARRIS, 
Chairman, Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D.C. 

Dear Mr. Harris: In my appearance before your esteemed committee on Wed- 
nesday, February 4, I promised to summarize, by quarters, the results of checks 
by field representatives of the Board for possible employment on days claimed 
as idle by claimants for unemployment insurance benefits under the Railroad 
Unemployment Insurance Act. 

I now, respectfully, offer the following : 











| 
Actually 
Number Recoverable | Recoverable | recovered 
Quarter ending of cases cases payments | through 
| checked | | Dee. 1, 
1958 
| | 
Sept. 30, 1956... + el phn ~'e i 1, 028 274 37, 546. 98 | $13, 466. 23 
Dee. 31, 1956... ._- sikewiibend=< : 1,091 | 246 27, 416. 69 9, 642. 89 
Mar. 31, 1957__- | 1, 841 | 405 46, 375. 54 26, 956. 85 
June 30, 1957... __-- abcd ; 2. 195 629 | 71, 661. 22 39, 062. 49 
Sept. 30, 1957_.._-- phin a, 2eekea , 1,127 326 | 57, 320. 62 24, 444. 37 
Dee. 31, 1957__ - bias 1, 543 436 | 62, 607. 39 29, 246. 82 
Mar. 31, 1958___.____. 3, 932 | 637 | 65, 482. 40 29, 808. 94 
Tune 30, 1958__...-.--__ 2, 523 | 671 | 88, 122. 80 38, 561. 81 
Sent. 30, 1068..........-....-.- j : 1, 462 398 | 67, 722. 37 | 17, 054. 08 
ee = eas 16, 742 4, 022 524, 256. 01 | 228, 244. 43 





In the last 2 fiscal years, fraud determinations were made in 1,076 cases. Only 
388 were referred to U.S. attorneys for prosecution and 286 convictions were 
reported. 

Sincerely, 


THomAsS M. HEALY. 
Mr. Broox. I would just like to make a statement that the carload- 
Ings do not impress me particularly. I feel that management should 
study management because I have just come out of the production end 
before I came into Congress and I know many times I had to do a 
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grand salaam in order to get cars in order to ship. I think that 
management should seriously study management. 

Mr. Hzaty. Mr. Brock, may I say something there, please, sir? 

I used to be district manager of the Association of American Rail- 
roads in Atlanta, Ga., for 15 years and 90 percent of my life was spent 
in trying to get shippers their cars and on time. 

The Cuarrman. Thank you very much, Mr. Healy. We appreciate 
having your statement. 

Mr. Heary. Thank you, Mr. Chairman. 

The Cuatrman. I have a joint letter here from the Association of 
American Railroads and the Railway Labor Executives’ Association, 
addressed to the committee with reference to an agreement which had 
been reached on the question of authority to borrow from the railroad 
retirement account ps the payment of benefits under the Railroad 
Unemployment Insurance Act under conditions as set forth therein, 

For the information of the committee this will be included in the 
record. 

(The letter referred to follows :) 


ASSOCIATION OF AMERICAN RAILROADS, 
Washington, D.C., February 4, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Deak Mr. Harris: We, the Association of American Railroads and the Railway 
Labor Executives’ Association, are in agreement that the Board should have the 
authority to borrow from the railroad retirement account for the payment of 
benefits under the Railroad Unemployment Insurance Act under conditions set 
forth below. We propose that this authority be conferred upon the Board by 
substituting the following for subsection (d) of section 10 of the Railroad Unem- 
ployment Insurance Act: 

“(d) Whenever the Board finds at any time that the balance in the railroad 
unemployment insurance account will be insufficient to pay the benefits and 
refunds which it estimates are due, or will become due, under this act, it shall 
request the Secretary of the Treasury to transfer from the railroad retirement 
account to the credit of the railroad unemployment insurance account such moneys 
as the Board estimates would be necessary for the payment of such benefits and 
refunds, and the Secretary shall make such transfer. Whenever the Board finds 
that the balance in the railroad unemployment insurance account, without regard 
to the amounts transferred pursuant to the next preceding sentence, is sufficient 
bo pay such benefits and refunds, it shall request the Secretary of the Treasury 
to retransfer from the railroad unemployment insurance account to the credit 
of the railroad retirement account such moneys as in its judgment are not needed 
for the payment of such benefits and refunds, plus interest at the rate of 3 percent 
per annum, and the Secretary shall make such retransfer. In determining the 
balance in the railroad unemployment insurance account as of September 30 of 
any year pursuant to section 8(a) (2) of this act, any moneys transferred from 
the railroad retirement account to the credit of the railroad unemployment insur- 
ance account which have not been retransferred as of such date from the latter 
account to the credit of the former, plus the interest accrued thereon to that date, 
shall be disregarded.” 

Sincerely yours, 
ASSOCIATION OF AMERICAN RAILROADS, 
By DANIEL P. Loomis. 
RAILWAY LABOR EXECUTIVES’ ASSOCIATION, 
By G. E. LEIGHTY. 


The CuarrMan. So far as the Chair is able to ascertain thus far, we 
have two other witnesses, Mr. Schoene, who represents the Railway 
Labor Executives’ Association, and Mr. Stack, who represents his 
organization. 
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May I inquire if there is anyone else in the audience who desires to 
be heard during this series of hearings? 

It is understood, of course, that the representatives of the railroad 
industry will appear on Monday, February 16. 

The committee, therefore, will adjourn until 10 o’clock in the morn- 
ing at which time Mr. Schoene, representing the Railway Labor Execu- 
tives’ Association, will be the witness. 

(Whereupon, at 12:05 p.m., the hearing in the above-entitled matter 
was recessed, to be reconvened at 10 a.m., on the following day.) 
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RAILROAD RETIREMENT AND RAILROAD UNEMPLOY- 
MENT INSURANCE LEGISLATION 


THURSDAY, FEBRUARY 5, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND Foreign CoMMERCE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 1334, New 
House Office Building, Washington, D.C., Hon. Oren Harris (chair- 
man) presiding. 

The CuatrMAN. The committee will come to order. 

The first witness this morning as we resume hearings on bills to 
amend the Railroad Retirement Act, the Railroad Retirement Tax Act, 
and the Railroad Unemployment Insurance Act, is Mr. Lester P. 
Schoene, representing the Railway Labor Executives’ Association. 

Mr. Schoene, we are glad to have you back before the committee. 
Do you have a prepared statement / 


STATEMENT OF LESTER P. SCHOENE, REPRESENTING RAILWAY 
LABOR EXECUTIVES’ ASSOCIATION 


Mr. Scooenr. I donot, lam sorry. I did not have an opportunity 
to write one up to furnish to the committee. 

TheCHarrmMan. You may proceed. 

Mr. ScHornr. My name is Lester P. Schoene. I am a lawyer en- 
gaged in the general practice of law, with offices at 1625 K Street 
N .,in Washington, D.C. Although I am well acquainted with the 
veteran members of the committee, it has been suggested to me that 
perhaps for the benefit of members serving for the first time on the 
committee, it would be appropriate for me to introduce myself in a 
little more detail. 

I entered Government service 25 years ago as an assistant general 
counsel to the first Railroad Retirement Board, which was established 
in 1934, and participated in the litigation involving the constitutional- 
ity of that legislation. When it was found unconstitutional, I trans- 
ferred to other Government service, but returned to the Railroad 
Retirement Board in 1937, when the railroad retirement system was 
established on a permanent basis, in the capacity of general counsel. 
I served. in that capacity until 1942, at. which time I transferred to the 
oe of Justice. 

entered private practice in 1944 and one of the first assignments 
that I received was to draft amendments to the Railroad Retirement 
Act on behalf of the Railway Labor Executives’ Association, and for 
the past 15 years I have represented the Railway Labor Executives’ 
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Association in the preparation of and in the presentation to eon. 
gressional committees of all amendments to the Railroad Retirement 
and Unemployment Insurance Acts that that association has proposed 

The Railway Labor Executives’ Association is an association com. 
posed of the chief executives of all the standard railway labor organi. 
zations. They are 22 in number and, in addition, include the chief 
executive, the president, of the railway employees’ department of the 
American Federation of Labor-CIO, which is itself a federation of 
the organizations representing the shop crafts. 

I would like to include a list of these organizations in the record. 

The CuarmrMan. Without objection, that may be done. 

(List referred to follows :) 


ORGANIZATIONS AFFILIATED WITH RAILWAY LABOR EXECUTIVES’ Assoctatioy 


American Railway Supervisors’ Association. 

American Train Dispatchers’ Association. 

Brotherhood of Locomotive Engineers. 

Brotherhood of Locomotive Firemen & Enginemen. 

Brotherhood of Maintenance of Way Employees. 

Brotherhood of Railroad Signalmen of America. 

Brotherhood of Railroad Trainmen. 

Brotherhood of Railway Carmen of America. 

Brotherhood of Railway & Steamships Clerks, Freight Handlers, Express & 
Station Employes. 

Brotherhood of Sleeping Car Porters. 

Hotel & Restaurant Bmployees & Bartenders International Union. 

International Association of Machinists. 

International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 
Forgers & Helpers. 

International Brotherhood of Electrical Workers. 

International Brotherhood of Firemen & Oilers. 

International Organization Masters, Mates & Pilots of America. 

National Marine Engineers’ Beneficial Association. 

Order of Railway Conductors & Brakemen. 

Railroad Yardmasters of America. 

Railway Employees’ Department, AFL-CIO. 

Sheet Metal Workers’ International Association. 

Switchmen’s Union of North America. 

The Order of Railroad Telegraphers. 


Mr. Scuorenr. The Railway Labor Executives’ Association was 
party, along with the Association of American. Railroads, in the 
formulation by agreement of the railroad retirement system of 1937. 
That association has constantly maintained a standing committee un- 
der the chairmanship of Mr. George M. Harrison, the president of the 
Brotherhood of teak & Steamship Clerks, Freight Handlers, Ex- 
press & Station Employes. This committee pays constant attention 
to the functioning of the railroad retirement and unemployment insur- 
ance systems and from time to time, when it believes that legislation is 
needed or appropriate, makes recommendations to the association and 
with the approval of the association in turn makes recommendations to 
the Congress. 

Virtually all of the legislation that has been adopted since the orig- 
inal Railroad Retirement and Unemployment Insurance Acts were 
adopted has had its origin in recommendations made by Railway 
Labor Executives’ Association. I do not mean that Congress has at 
all times accepted without modification the recommendations that the 
association has made, but the legislation that has been adopted has had 
its origins in such recommendations. 
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I appear here today in support of H.R. 1012 and the identical bills 
that have been introduced by other Members of Congress, includin 
Mr. Bennett, the ranking minority member of the committee, an 
many other members. ie 

The bill H.R. 1012, as was indicated by the statement made at the 
beginning of the hearings by the chairman, is the outgrowth of some 
3 years or over 3 years of legislative activity. The chairman char- 
acterized it as unfinished business. I think it could be said for empha- 
sis that it is unfinished unfinished business. 

This proposed legislation has the endorsement of the Railway Labor 
Executives’ Association, notwithstanding the fact that there has been 
eliminated from our original proposals substantial portions of the 
benefits that we sought. I think it would be well to review briefly 
the history out of which this bill has evolved. : ; Thee 

In 1956, early in 1956, as a result of deliberations and investigations 
made during 1955, we found that retired railroad employees and their 
dependents and survivors were in great distress because of the inade- 
quacy of the benefits then being paid and the effect that rising living 
costs had had upon the adequacy of those benefits. We found at the 
same time, however, that there was no surplus by way of financing 
from which any additional benefits could be paid. In fact, there was 
some actuarial deficiency in the financing at that time. 

Consequently, we could not in good conscience propose any increase 
in benefits without at the same time proposing an increase in the tax 
rates and the tax base in order to provide additional financing. We 
consequently came to Congress with a proposal that the benefits under 
the Railroad Retirement Act, with certain exceptions, should be in- 
creased in the amount of 15 percent. We proposed to pay for these 
benefits and to eliminate the then existing actuarial deficiency by in- 
creasing the taxable and creditable compensation from $350 per month 
per employee to $400 per month and raising the tax rate on employers 
and employees from 614 to 714 percent. 

Recognizing that railroad employees were already being taxed sub- 
stantially more than employees in other industries under the social 
security system, we felt it warranted to propose at the same time that 
if their tax rate was to be increased by 1 percent, as we proposed, they 
should be permitted to treat the taxes paid for the support of the rail- 
road retirement system as essentially a cost of their working, namely, 
to exclude it from gross income for income-tax purposes. 

In the case of employees who were subject to income tax, that would 
approximately have offset the increase in the tax rate. 

ongress was unable during that session to complete action on the 
entire program that we had proposed and, recognizing the distress 
in which retired railroad employees and the survivors of deceased em- 
ployees found themselves, Congress enacted in 1956 an emergency 
measure increasing retirement and survivor benefits generally in the 
amount of 10 percent. There were, however, in practical operation 
very important exceptions. Approximately 90 percent of the sur- 
vivor beneficiaries were being paid at that time under the minimum 
arantee provision that the amount would not be less than their 
nefits would have been if railroad employment had been covered by 
the Social Security Act. The 10-percent increase in most cases under 
the railroad formula was still insufficient to bring the amount of the 
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benefit over what it would have been if railroad employment. had been 
covered by the Social Security Act, and consequently many of those 
survivors, in fact most survivors, received no increase in benefits, but 
continued to be paid under the minimum guarantee. 

Mr. Avery. Will you restate that statement you just made there 
about the effect of the 10-percent increase ? 

Mr. Scuoenn. Yes. I said that the 10-percent increase in the rail- 
road retirement formula 
Mr. Avery. In 1956? 

Mr. Scuoene. In 1956 as applied to most survivor beneficiaries 
that is, survivors of deceased employees ; 

Mr. Avery. Just the survivors? 

Mr. Scuoene. Just the survivors. 

Mr. Avery. Oh. 

Mr. Scuorene. Was insufficient to bring the amount above what 
would be payable if their railroad employment had been social ge- 
curity employment, and consequently those survivors either received 
no increase or received an increase of he than 10 percent. 

The Cuarrman. Were there not certain survivors that did not re- 
ceive the increase? It did not apply toall survivors. 

Mr. Scuoene. That is correct, but that was the situation with re- 
spect to the bulk of the survivor beneficiaries. 

The CuarrMan. Yes, 

Mr. Scuornr. Likewise, since there was a ceiling on the amount 
of spouses’ annuities, which was not. changed by the 1956 legisla- 
tion, the majority of spouses received no increase or an increase of 
less than 10 percent. 

It was generaly understood at the time of the enactment of that 

islation, and we committed ourselves to the congressional com- 
mittees, this committee and the Committee on Labor and Public Wel- 
fare in the Senate, that in view of the fact that that emergency legis- 
lation had been enacted without making any provision for financin 
it, thereby increasing the preexisting actuarial deficiency, we woul 
present to the next Congress a program which would take care of 
the inadequacies of that emergency legislation by way of providing 
benefits, would provide for adequate financing, and put the system 
on a sound actuarial basis. 

We made such a proposal, which was worked out with the assist- 
ance of the chairman of this committee and the then ranking minor- 
ity member, Mr. Wolverton, and both Mr. Harris and Mr. Wolver- 
ton introduced bills to embody the program that we suggested. The 
program that we suggested in 1957, and on which this committee 
held full hearings in 1957, contained as its major features: (1) An 
additional 10 percent increase in the benefits under the Retirement 
Act, and this time without the exceptions that had resulted from 
the 1956 legislation. (2) We proposed to increase the tax rates 
on employers and employees to 714 percent and to increase the tax- 
able and creditable compensation from $350 a month to $400. month, 
which would have taken care of the actuarial deficiency and also fi- 
nanced the additional benefits we proposed. (3) We again, through 
a separate bill that was referred to the Ways and Means Commit- 
tee, proposed that the employees be permitted to exclude from gross 
income for income tax purposes the taxes paid under the Retire- 
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ment Act. (4) By this time we had found also that we had serious 
roblems under the Railroad Unemployment Insurance Act. The 
daily benefit rate, which was at a maximum of $8.50 per day, was 
inadequate, in view of the rising wages that had occurred over the 
ears, reasonably to compensate unemployed employees for the loss 
in wages which resulted from their unemployment. We consequently 
proposed a revision of the benefit scale to a maximum of $10.20 

r day, which is 60 percent of a $17-a-day wage. (5) We also had 
Sound y this time that many veteran railroad employees were being 
eliminated from the industry. In the postwar years there has been 
a virtual revolution in methods of railroad operation, in the tech- 
nology that is employed in the railroads, and unemployment in the 
railroad industry had assumed a new and changed character. Ordi- 
narily in the railroad industry, we have a very highly developed 

m of seniority and ordinary fluctuations in the forces required 
result in layoffs of junior men with relatively short service. 

In recent years, through this revolution in technology, we have 
heen ‘confronted with the elimination from the industry of many em- 
ployees with many, many years of service. Those people have claims 
on the industry, having devoted their lives to it. When they are 
eliminated from the industry, their employment opportunities in other 
industries are severely limited. It is not adequate for the industry to 
say to such employees, “You are entitled to 26 weeks of unemploy- 
ment benefits and then you are through.” 

We consequently proposed periods of extended benefits, graduated 
according to seniority and running up to 5 years of protection for 
individuals who had spent 20 or more years in railroad service. 

After consideration of those proposals by the House and the Sen- 
ate in the 85th Congress, the Senate enacted a bill which contained 
in major part our recommendations with respect: to the railroad retire- 
ment benefits. The tax proposals that we had made, that. is, to im- 
crease the base from $350 to $400, that portion was contained in the 
bill, but instead of increasing the tax immediately to 714 percent as to 
rate, a graduated scale of tax increases was included, which was 
calculated to have substantially the same net results as the proposals 
that we had made. 

The unemployment insurance benefits were drastically reduced 
from the proposals that. we had made, particularly with respect to 
the extended periods of protection. There was incorporated, how- 
ever, for employees with less than 10 years of service, and who would 
not be eligible for the extended period protection that the Senate 
proposed, provisions substantially identical to those provided for 
other industries in the Federal Unemployment Insurance Extension 
Act in 1958. 

As I said, that bill passed the Senate and was referred to the House, 
but failed of action in the House by reason of procedural difficulties 
which the chairman outlined on the first day of these hearings. 

The Cuarrman. What is the difference in the provisions for uneni- 
ployment. insurance extension for the employee with less than 10 
years of service and the employee with 10 to 15, years of service ? 

Mr, Scuornr. The major difference is in limitations of time. In 
both instances 26 additional weeks of benefit or 13 registration periods 
are allowed after the exhaustion of the normal benefits. However, 
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the time period within which that operates for employees with legs 
than 10 years of service is limited to the period ending April 1, 1959, 
exactly as the general Federal legislation limits those benefits in other 
industries. I think it has to be between June 1 of 1958 and April 1 
of 1959. 

With respect to the employees of longer service, that is, those of 
10 to 15 years of service and 15 to 20 years of service, the proposal js 
to make those extended periods of benefits permanently available, 

The Cuatmrman. Those with 10 to 15 years of service would get the 
same extension as those with less than 10 years of service except for 
the time element and those with 15 or more will get twice that much? 

Mr. Scuoene. That is correct. 

Mr. Avery. Mr. Chairman, I have a few questions on that point, 
I will be glad to defer them until after Mr. dehotine is finished. 

The Cuarrman. We had the understanding at the outset that since 
Mr. Schoene did not have a prepared statement, if questions arose in 
the members’ minds, he could be interrupted in his statement. So if 
you have one at this particular time, bring it up if you like. 

Mr. Avery. I am sure Mr. Schoene is aware of my interest in this 
particular section of the bill. You probably heard me question one 
of the members of the board here the other day, and as we developed 
the mathematics in that, it amounts to this: that an employee with 
more than 15 years of service could accumulate a 260-day unemploy- 
ment insurance policy ; is that correct ? 

Mr. Scuoene. I think that is correct. He has 130 days of normal 
benefits. 

Mr. Avery. You are extending him 130 days additional benefits 
if he has been employed for over 15 years? 

Mr. Scuorne. That is right. 

Mr. Avery. As I understand it, that is proposed to be changed to 
perpetuity. 

Mr. Scuorne. That is correct. That is permanent legislation. 

Mr. Avery. Therefore, in effect, if you wanted to make a real cold 
and calculating analysis, what you are doing is creating a pension 
for aman that has worked 15 years? 

Mr. Scuoene. Not atall, Mr. Avery. 

Mr. Avery. That isthe point I cannot understand. 

Mr. Scuorene. I noticed the questions that you addressed to the 
Chairman of the Board. 

The Cuatrman. Why don’t you explain how it works? I think 
that would be proper procedure. 

Mr. Scuoeng. Yes. 

The way it works is this, Mr. Avery. An individual has to qualify 
in a calendar year through a minimum of employment in the railroad 
industry, which under this bill would become $500. 

The Cuarrman. What is a calendar year to him? 

Mr. Scuoenr. A calendar year of course is January 1 through 
December 31, of any year. 

The Cuatrman. I want that in the record because later on you try 
to explain a benefit year. 

Mr. Scuoene. Yes. That is the qualifying year. By employment 
in that year, called base year in the statute, the individual qualifies 
for benefits in the succeeding benefit year which begins the following 
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July 1 and runs through June 30 of the next year. Suppose an indi- 
vidual has been employed in 1958. 

Mr. Avery. Calendar year 1958 ? 

Mr. Scuorne. Yes, and let’s say has been steadily employed in 
calendar years 1957 so. that he has qualified now for benefits in the 
benefit year beginning July 1, 1958 and the benefit year beginning 
July 1, 1959. Let’s say he becomes unemployed on the first of Jan- 
uary 1959. He draws his normal benefits based on his 1957 employ- 
ment. He would not be eligible for extended benefits because his 
normal benefits would carry him to the end of that benefit year, so 
he would in that benefit year draw the 26 weeks of unemployment 
benefits, the normal benefits. His new benefit year would begin on 
July 1 of 1959 and assuming he continues to be unemployed the normal 
benefits would carry him through approximately December 31 of 
1959. He would then begin drawing his extended period of benefits 
as proposed in this law on January 1, 1960. Those extended benefits 
would expire approximately the end of June of 1960 and if he has 
not in the meantime resumed railroad employment he -is through. 

Bear in mind also that throughout this entire time that he is draw- 
ing benefits he is entitled to them only if he is, one, unemployed; two, 
available for work, and; three, does not refuse to accept suitable 
work to which he is referred, and it is the function of the Railroad 
Retirement Board in the administration of the law to refer him to 
any suitable work. He has to keep registered with respect to every 
day of his unemployment and it is the duty of the Board to refer 
him to any suitable work that is available to him, so if any employment 
becomes available he has to take it or lose his unemployment insurance 
benefits. 

Mr. Avery. Is that word “suitable” defined in labor-management 
contracts, or who interprets what is suitable? 

Mr. Scuorenr. The Railroad Retirement Board determines what 
is suitable. There are certain standards set forth in the act as to 
what the Board should consider in determining suitability of work, 
but it isthe Railroad Retirement: Board that makes.that determination. 

Mr. Rogers of Texas. Would the gentleman yield right there? 

Mr. Avery. Yes, sir; I will be glad to. 

Mr. Rogers of Texas. Mr. Schoene, I do not think the record is clear, 
and I wish you would explain it, as to the length of employment 
that the employee must have in the calendar year in order to entitle 
him to the benefits in the benefit year. 

Mr. Scnorene. It is not specified in terms of time, but in amount 
of earnings. The minimum earnings required to qualify are now 
$400. This bill proposes to make it $500. I should say in that con- 
nection that one of the maximums on the amount of benefits that can 
be drawn is that no individual can draw in his benefit year a larger 
amount than the earnings that he had in his base year, so that an 
individual who has only the minimum earnings, is limited to $500 
of benefits in the following benefit year. 

Mr. Rogers of Texas. The same thing would be true to 6, 7, and 8? 

Mr. Scuornr. That is correct. 

Mr. Rocers of Texas. Thank you. 

Mr. Avery. I am always happy to yield to my colleague. 

Mr. Rogers of Texas. Thank you. I will reciprocate at the first 
opportunity. 
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The CuarrMan. You may proceed, Mr, Avery. 

Mr. Avery. As I have written my figures down, that would amount 
to 26 weeks entitlement. We are talking about the senior em loyee 
Under existing law he would have 26 weeks. We are giving bin 65 
more days and now we are giving him 130 more days. In effect, then 
he still is going to have the assurance of unemployment insurance for 
1 year’s time, is that right, under the conditions that you set up there} 

Mr. Scuorne. Under the conditions that I stated he would have g 
year and a half. 

Mr. Avery. He would have 26 weeks and 26 weeks and 130 days: jg 
that right ? 4 

Mr. Scuoene. That is right. 

Mr. Avery. And that would end his entitlement, then ? 

Mr. Scuoene. Yes. 

Mr. Avery. Until he would be reemployed to reestablish his unem- 
ployment insurance ? 

Mr. Scuoenr. That is correct. The additional benefit in the ex- 
ample I gave that he would derive from this legislation would be 
simply the 130 days, because under existing law he would be entitled 
to the normal benefits from January to July and on the succeeding 
benefit year from July to December. 

Mr. Avery. I understand that. To your knowledge is there any 
precedent in any labor-management contracts for this concept of 
differential in unemployment insurance based on seniority? Is this 
the first time that has ever been recognized, or has that been accepted 
in labor-management relations? 

Mr. Scuoenr. In our industry it was accepted with reference to 
mergers and consolidations over 20 years ago. We have a national 
agreement known as the Washington Job Protection Agreement on 
which our proposal of 1957 was modeled. That provides protection 
for periods up to 5 years. In the case of employees who are displaced 
through mergers or consolidations they are made whole in their em- 
ployment for periods up to 5 years. If they are forced to take jobs 
that are poorer paying than they had they get paid the difference. 

Mr. Avery. That would be a saving clause ? 

Mr. Scnoene. That is right. If they are displaced there are cer- 
tain options to take lump sums or to be reimbursed for their loss of 
their jobs, and that applies to anyone with 5 or more years of service, 
and is graduated according to length of service to where the senior 
employees get protection up to 5 years, and that was in general the 
model that we had in mind when we made our original proposal, but 
even that proposal was not as generous as the provisions applicable 
to mergers and consolidations by agreement sad as I stated a while 
ago, what is included in the bill H.R. 1012 is a drastic reduction from 
our original proposals. 

Mr. Friepet. Would the gentleman yield just for a question? 

Mr. Avery. I want to yield the floor. I have imposed on the time 
of the committee already. 

Thank you, Mr. Chairman. 

Mr. Friepe.. I want to ask this for clarification. You stated 130 
days and then you mentioned 26 weeks. I multiply 26 weeks by 7 and 
I get 182 days. What do you base it on? Five days.a week for 26 
weeks? When you speak of 26 weeks, Iam thinking of 7 days a week. 
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Mr. Scuornr. Yes. Unemployment insurance is payable only for 
10 days out of 14. It is based on the 5-day week, and 130 days on that 
pasis 1s equivalent to 26 weeks, roughly. 

Mr. Frrepev. I just wanted that in the record. 

Mr. Scooenr. Actually the provisions in the law speak entirely in 
terms of compensable days of unemployment. However, since the 
State unemployment insurance systems generally go in terms of weeks, 
the habit of speaking has developed of talking about this as though it 
were weeks. Actually it is in terms of days. 

Mr. Frrevev. Thank you. 

Mr. Chairman, I have another question. I don’t know if it fits 
in with this bill or not or at this point. 

The CaairMan. Does it have to do with unemployment insurance? 

Mr. Frrepev. Yes. I have a constituent. Her husband worked 
for the railroad for 17 years and he was a member of the pension sys- 
tem. Then he went into private employment and contributed to the 
social security system. When he reached 65 he received both the re- 
tirement benefits and the social security. Then he died. His widow 
only receives the unemployment benefits, and does not receive the so- 
cial security benefits. Why is that, or does this bill correct that? 

Mr. ScHoener. She receives not unemployment benefits, but survivor 
benefits under the Railroad Retirement Act. 

Mr. Frrevet. Yes; I meant survivor benefits. 

Mr. Scuorne. This bill would not change that. With respect to 
survivor benefits there is complete integration between the railroad 
retirement system and the social security system. All employment, 
whether railroad or nonrailroad, is combined for purposes of de- 
termining survivor benefits, and if the individual when he died was 
currently connected with the railroad industry, and that term is de- 
fined in the law, then the Railroad Retirement Board pays her and 
under the railroad retirement formula. If he was not currently con- 
nected with the railroad industry, the Social Security Administration 
pays her, but there is only a single benefit paid survivors. 

Mr. Friepev. Is it true that if the husband works for, say, General 
Motors and he belongs to their pension system and he also contributes 
to the social security system, when he dies the widow receives an an- 
nuity from both the General Motors pension system and from social 
security ¢ 

Mr. Scuoene. I do not know what survivor benefit provisions are 
contained in the General Motors pension system. I am just not able 
to answer that question. 

_ Mr. Frreper. I understand it is true that you can work for another 
industry, contribute to its pension system; and also contribute to 
the social security system and the survivor draws benefits from both. 

Mr. Scnoenr. That may well be true. 

Mr. Frrepev. I am not sure if it is true of the railroad retirement 
system. 

Mr. Scnornr. It is not true of the railroad retirement system. 
However, bear this in mind: that his railroad employment is credited 
together with his nonrailroad employment in determining the survi- 
vor benefit that is payable to his survivors. 

Mr. O’Brien. Do I understand, if the ee will yield, you to 

t 


say that a survivor cannot collect both railroad retirement and 
social security ? 
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Mr. Scnornr. That is correct, but the benefit that is collected jg 
based wpen both railroad and nonrailroad employment. 

Mr. O’Brren. What about Public Law 383, which permits gyr- 
vivors to receive the full survivor annuity under the Railroad Re. 
tirement Act without any deduction because such survivors were also 
eligible to receive social security benefits. 

Mr. Frreper. I think that would be to the member himself, by 
not to his widow. 

Mr. O’Brien. That does not extend to the widow, then ? 

Mr. Scuoene. No. 

Mr. O’Brien. As I understand it, then, if a railroad worker retires 
and he is entitled to railroad retirement and social security, he can 
collect both, is that correct ? 

Mr. Scuoenet. That is right. 

Mr. O’Brren. But his widow cannot? 

Mr. Scuoene. His widow cannot. 

Mr. O’Brien. Why not? 

Mr. Scnoene. Because the law does not provide it. 

Mr. O’Brien. I understand that, but why has that not been urged? 

Mr. Scuoenr. Well, the matter of duplication of benefits has been 
a serious problem. We have had pressures in both directions. Some 
people feel that we ought to eliminate the possibility of dual benefits 
on the part of the employee himself. On the other hand, there has 
been considerable feeling that survivors should be permitted to draw 
dual benefits. 

Mr. Moss. Would you yield to me for a moment ? 

Mr. O’Brien. Certainly. 

Mr. Moss. Is it not because the survivors benefit package is pur- 
chased from social security ? 

Mr. ScHorne. Well, no more so than the social security portion of 
the individual’s benefit. 

Mr. Moss. Certainly, but with the social security portion of the 
individual’s benefit, he would only be entitled to dual compensation 
if he had qualified under both systems by separate periods of em- 
ployment, is that not correct ? 

Mr. Scuorenr. That is correct. 

Mr. Moss. Therefore, he has purchased rights in two systems, but 
in buying the survivor’s package he is buying it from social security! 

Mr. Scuoener. He is buying a combined package. 

Mr. Moss. Yes. 

Mr. Scuorenr. Yes. Which is based on railroad and nonrailroad 
employment. 

Mr. Moss. Yes. 

Mr. Scuornr. The difficulty of these dual benefits arises from the 
fact that the social security formula is heavily weighted on behalf 
of people of low earnings and short periods of service. It empha- 
sizes the social aspect of providing benefits not related to length of 
service, or very unsubstantially related to length of service. 

On the other hand, the railroad retirement system is geared almost 
percentagewise to length of service, and when you collect duplicate 
benefits under the two systems you get problems of benefits being too 
high or too low that are very severe to deal with, and it has been true 
ever since survivor benefits were introduced in this system in 1946 that 
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the survivor package is a combined package based on railroad and 
nonrailroad employment, but duplication of benefits is not permitted. 

Mr. O’Brien. Would the gentleman yield further? 

Mr. Friepet. I would like to pursue this one question. 

In the particular case I am speaking of, although I might be a lit- 
tle off on the figures, I think the husband was receiving $59 in rail- 
road retirement and around $33 or $35 from social security. He died 
and all she gets is the $59 from the Railroad Retirement Act and does 
not receive the social security. She can hardly live on that sum of 
money. 

I think that is one of the inequities in the bill. 

Mr. Scuoene. The survivor benefits are distressingly low. I can- 
not quarrel with you about that. 

The CHarrMAN. In that instance she cannot receive less than what 
social security would pay. 

Mr. Scnoene. That is correct. 

The CuarrmMan. Consequently, being integrated with social secu- 
rity, she does by indirection get the social security payment through 
the Railroad Retirement Act? 

Mr. Scuoene. She gets credit for his nonrailroad service in the de- 
termination of that benefit. 

Mr. Frrepet. The situation is, he was getting $59 and $33, and then 
when he died she only gets the $59. 

Of course, if the social security was higher, then she probably would 
have gotten a higher figure. 

Mr. Bennett. Will you yield? 

Mr. Frrepet. Mr. O’Brien asked me to yield. 

Mr. O’Brien. You talk about the easy way of getting social security, 
but there are instances, I am sure you will agree, where people have 
paid the maximum railroad retirement and also have paid the maxi- 
mum social security over a long period of time. Now, under the 
existing law the fellow under that setup is going to do pretty well, 
but most people are more concerned about their widows than they are 
about themselves, I would think, and that is wiped out. 

Somewhere along the line very substantial payments over a long 
period of time go down the drain for that individual as far as his 
widow is concerned ; is that not correct ? 

Mr. ScooeNng. They don’t go down the drain so far as his railroad 
retirement payments are concerned because we do have in the Rail- 
road Retirement Act a minimum guarantee that there will be paid 
either on behalf of the individual or on behalf of his survivors at 
least the amount of his contributions plus interest. 

Mr. O’Brien. It would seem to me then the fellow better try to out- 
live his wife. 

The Cuatrman. Mr. Staggers has a question. 

Mr. Frrepev. Mr. Bennett asked me to yield to him. 

Mr. Bennerr. Just to clarify a question in my mind, without respect 
to the equity of not permitting a survivor to have the advantage of 
dual survivor benefits, why should the law require that the widow be 
obligated to take one or the other of the benefits based upon her de- 
ceased husband’s current connection with one or another retirement 
system ? 

_ It seems to me in the case mentioned by Mr. Friedel that you get 
into a very definite discriminatory situation simply because the de- 
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ceased happened to be connected with social security employment at 
the time of his death rather than with the railroad industry. Why 
would it not be more fair and just to give the widow the option of 
taking whichever benefit would give her the highest amount, if you do 
not want to give her the dual benefits ¢ 

Mr. Scrorne. You see, Mr. Bennett, we have in the railroads from 
time to time a great deal of casual employment. A man may work 
say, one summer on the railroad. He goes into other industry and 
spends his life in other industry. ) 

Mr. Bennett. I realize that, but take the case that Mr. Friede} 
mentioned of the railroad man who had worked 17 years in the rail- 
road industry. Then he had worked in social security employment 
and was able to qualify with 6 quarters of coverage or some smal] 
amount. His widow can’t get the dual survivor benefits from both 
systems, but why should she not be able to take the survivor benefit 
based upon her husband’s 17 years of service with the railroad instead 
of being forced to take the small benefits under social security simply 
because he happened to be connected with social security at the time 
of his death ? 

Mr. Scuoenr. The definition of “current connection” in the Railroad 


Retirement Act is not based simply on where he is working at the - 


moment of retirement. A 5-year period is taken into consideration in 
determining whether or not he is currently connected with the rail- 
road, but also, Mr. Bennett, at the present time it probably wouldn't 
make any difference, because, as I stated earlier, the majority, the vast 
majority, of survivors under the railroad retirement system are now 
being paid under the formula that they should not get less than social 
security, so that the probabilities are that the amount would be the 
same. 

I suspect in Mr. Friedel’s case that actually the amount that that 
widow is receiving is somewhat more than the survivor benefit under 
either system, which was probably the amount of her spouse’s annuity, 
which is not reduced for the widow when the husband dies. 

Mr. Bennett. Could you conceive of a case in a dual-benefit situa- 
tion such as we are talking about where a widow, if she had the right 
of election, would get more survivor benefits under the Railroad Re- 
tirement Act than she would under social security ? 

Mr. Scuoene. Yes; such cases are conceivable. 

Mr. Bennerr. However, even though there may be such cases, the 
widow would still be denied any right of election. She is entitled to 
get a benefit based entirely on what her husband’s current employment 
connection might have been at the time of his death, and to me that 
seems unfair and discriminatory. 

Mr. Scrornr. I can see your point of view on it, Mr. Bennett. I 
suppose in any system that is devised, you can always find cases where 
fairly arbitrary results may occur. 

The Cuarrman. I promised to recognize Mr. Staggers a good while 
ago. 

Mr. Sracerrs. In order to save time, I will not ask any questions. 

The Cuarrman. Mr. Keith. 

Mr. Kerrn. I wondered if by chance that one of the reasons that 
the widow would be less likely to want to receive the continuation of 
her spouse’s benefit in the event of his death might be that she gets the 
benefit that is shown over here under the Railroad Retirement Act for 
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the residual payments, which on page 2 of yesterday’s testimony of 

one witness —_ run from $4,653 to $10,533, depending upon the year 
his death 

nd Scuorne. I would doubt that she would prefer to have the 

residual rather than higher current benefits, because that residual 

would be there as long as it is not absorbed by current benefit payments. 

Shall I proceed, Mr. Chairman? - ' 

The CHAIRMAN. Yes; you may proceed with your statement. 

_ Mr. Scuoene. I think I had stated, but in order to get back on the 
train of thought I will repeat, that the bill H.R. 1012 is exactly the bill 
that passed the Senate last year and failed of action in the House for 
the procedural reasons that the chairman indicated on the opening 
day of the hearings. a) 

laws indicated the general extent to which it embodies reductions 
in the benefits that we had proposed, and, of course, in those respects 
we are not fully satisfied with the provisions of the bill. Neverthe- 
less, we are wholeheartedly supporting it and urging its enactment 
because we believe that it is of the utmost importance that very 
prompt action be taken on this bill. We want to utilize all the con- 
sideration that went into this subject during the previous Congress, 
and both this committee and the Senate Committee on Labor and 
Public Welfare have considered it. This is what the Senate came 
up with. 

rt was my understanding that it was agreeable to the members of 
this committee to support it in the House if the opportunity had oc- 
curred to act on it, and therefore, we feel that with a minimum of de- 
lay it should now receive favorable consideration by the Congress, and 
it is by reason of the expedition with which we feel action can be 
taken on this bill that we are recommending it rather than going back 
to the original proposals that we made in 1957. 

The major benefit provision with respect to railroad retirement 
legislation that is contained in this bill is an across-the-board 10 per- 
cent increase in all benefits. That includes the retired employees, the 
spouses’ benefits, survivor benefits, and the pensioners, and so forth. 

The question may well be asked, Why is an additional 10 percent 
increase necessary on top of the 10 percent increase which was made 
on the emergency basis in 1956 when originally we recommended only 
a 15 percent increase ? 

As I have already pointed out, substantial numbers of beneficiaries, 
the bulk of the survivors, did not receive the 10 percent increase. 
They received either no increase or less than 10 percent. However, 
assuming that all beneficiaries had received the 10 percent increase in 
1956 and that putting another 10 percent increase on top of it would 
now be the equivalent of a 21 percent increase over the 1955 benefits, 
nevertheless, the rise in living costs since 1955 has been such that such 
a 21 percent increase at this time would be worth much less than a 15 
percent increase in terms of 1955 buying power. We formulated our 
recommendation for a 15 percent increase during 1955 at a time when 
living costs had been quite stable throughout the year. The cost-of- 
living index in January of 1956 stood at 114.6 based on the 1947-49 
base, and that is almost exactly the same as the average in the cost- 
of-living index for the year 1955. 


‘ 
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On the latest figure now available, that is, for December 15, 1958 
the cost-of-living index stood at 123.7. In other words, there has 
been since the beginning of 1956 an increase of 9.1 points in the 
cost of living. Applied percentagewise to the 114.6 figure which 
measured the cost in January of 1956, that is an increase of almost 
exactly 8 percent. 

The Cuarrman. Mr. Schoene, will you permit an interruption, be- 
cause some of our colleagues must leave. It is the intention of the 
Chair to continue with Mr. Schoene until he completes his testimony, 
He will be followed by Mr. Stack. That will conclude the witnegses 
list until February 16, at which time the railroad witnesses wij] 
appear. 

On next Monday and Tuesday the committee will start hearings 
on the Airport Construction Act. I wanted to announce to the mem- 
bers of the committee, especially at this time, that in the morning at 
10:30 we will have a full committee meeting, at which time General 
Quesada and members of the staff of the Federal Aviation Agency will 
be here in connection with safety requirements of the new jet planes, 
and particularly with reference to the traffic accident that happened 
at New York yesterday. It will be an executive session at 10:30 in the 
morning. 

You may proceed. 

Mr. Scnoene. I had just stated that the increase in the cost of living 
from January 1956 to the present time comes to almost exactly 8 per- 
cent. If you depreciate a 21 percent increase by an 8 percent increase 
in the cost of living, you will find that in terms of the resulting an- 
nuity as yg mer to 1956 buying power that increase shrinks to 11.32 
percent. Or looking only at the 10 percent increase that was granted 
in 1956, as of the present time in terms of January 1956 buying power, 
that 10 percent increase adjusts the annuity by only 1.2 percent, so 
that the additional increase of 10 percent that we are now recon- 
mending still would enable these people to live considerably less well 
than a 15 percent increase in 1956 would have provided if living costs 
had remained stable. 

We feel, therefore, that the 10 percent increase proposed in this bill 
is a very modest one and the very minimum that should be enacted. 

Now, there are a number of other provisions of the bill which I will 
refer to briefly by way of explanation. I am still talking about rail- 
road retirement provisions now. 

The bill would provide that disability annuitants who are now dis- 
qualified in any month in which they earn $100 or more may earn an 
average of $100 throughout the year. In other words, it is $1,200 per 
year rather than $100 per month. That is proposed as a means of 
eliminating discrimination between individuals. 

For example, one individual may make several hundred dollars in 
1 month and he loses only 1 month’s annuity, whereas another indi- 
vidual earning the same amount, but slightly in excess of $100 in each 
of several months, would lose several months’ annuity. This provision 
would put them on an equal basis. 

Mr. Rocers of Texas. Mr. Chairman, may I ask a question there? 

The Cuarrman. Mr. Rogers. 

Mr. Rocers of Texas. Is that not putting it on the same basis as the 
survivor income limitation, more or less ? 
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Mr. Scnorent. Substantially yes and substantially equivalent to the 
work clause under the social security system. 

The bill also provides an option to women employees and to 
spouses to take a reduced annuity at age 62 rather than waiting until 
day reach the age of 65. The annuity in such cases would be reduced 
by one one-hundred-eightieth for each month that the individual is 
under age 65 at the time the annuity begins to accrue. There pro- 
yisions are parallel to similar provisions now contained in the Social 
Security Act. tind» 

The value of the annuity is exactly the same in terms of its present 
yalue whether taken on a reduced basis at age 62 or on the full basis 

t age 65. 

t Mr. DoturncerR. Those annuities do not increase when the indi- 
vidual reaches the age of 65? 

Mr. Scuoenr. No, they do not. The reduction is an actuarial 
computation designed to make the present value of the annuity the 
same regardless of when it starts to accrue. 

Mr. Dotiincer. It follows the same principle as social security ? 

Mr. Scnoene. That is right. 

Mr. Rogers of Texas. Where did you get the one one-hundred- 
eightieth fraction ? 

Mr. Scnoene. That is the fraction that is now applied to employee 
annuities when they are taken at less than age 65 on the basis of 30 

ears of service. It is an amount which the actuaries figured out as 

ing substantially the amount that would give you a present value 
at any given age in that range equivalent to the full annuity value at 
age 65. 

"Of course, as I had indicated before, the creditable compensation is 
increased to $400 per month from the present $350 per month and 
that increase is also reflected in the residual lump sum to which I 
had reference in my earlier testimony, that guarantees the payment 
to the individual or his survivors of an amount at least equivalent to 
his contributions and interest. 

Another technical change which we are proposing here would put 
survivor beneficiaries who work outside the United States on the 
same basis as survivor beneficiaries who work within the United 
States. The present law follows the Social Security Act in applying 
a different standard for employment outside the United States than 
within the United States. We have had considerable complaint about 
that and it particularly affects railroad employees because we have 
quite a few railroad employees along the Canadian border who qualify 
for railroad retirement benefits, but who reside or whose families may 
reside after their death in Canada, and we feel that the same earnings 
test should be applied whether they work in Canada or in the 
United States. 

One proposal which we had in the original bill and which this com- 
mittee favorably reported in the last Congress, but which the Senate 
did not include, was a provision that the insurance lump sum, which 
is now not payable on the death of an individual if he leaves survivors 
immediately entitled to current benefits, be made payable irrespective 
of survivor being entitled to current benefits, but the Senate eliminated 
it and we are going along with that elimination, notwithstanding the 
merit that we think the proposal has. 
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The chairman outlined at the beginning of the hearings the grad. 
uated tax scale which this bill would provide and the increase in the 


t 


tax base from $350 to $400, and I don’t think I need to take the time | 


of the committee to repeat that. I think it is sufficient to say that it 
achieves substantially the same results over the long run as the tax 
change proposals that we had contained in our proposals of 1957 and 
it puts the system on, for all practical purposes, an actuarially sound 
financial basis. It eliminates the existing deficit and it pays for the 
improvements that are made in the present bill. 

Now I want to address myself more specifically to the proposed 
changes in the Railroad Unemployment Insurance Act. One of the 
changes proposed is a revision of the benefits scale so as to provide 
benefits up to 60 percent of the daily rate of pay when the individual 
was last employed during the base year, with a maximum of $10.20, 
which is 60 percent of a $17 a day rate. 

In other words, individuals whose rate of pay is over $17 a day 
would not receive the full 60 percent. The 60 percent would apply 
only to those of $17 rates or less. We feel that that increase is justified 
for several reasons. 

The present maximum is $8.50 per day, or 50 percent of the daily 
rate of pay, which results in a maximum weekly payment based on the 
5-day week of $42.50. A number of the States already provide for 
maximum benefits under the State system in excess of $42.50 that we 

rovide. Our most recent State, Alaska, provides for a maximum of 

5 without dependents and up to $70 when dependents are included, 

New York State provides $45 per week without regard to dependents, 

A number of other States provide $45 or more where dependents are 
included. [Illinois is one. In Michigan they go up to $55 where de- 

endents are involved. Nevada goes up to $50 where dependents are 
involved. Wyoming goes up to $49 where dependents are involved. 

So we are behind the parade, looking only at the State unemploy- 
ment insurance laws alone. However, we must take into considera- 
tion not only what is paid under State unemployment insurance laws, 
but we must take cognizance of the fact that in very substantial por- 
tions of other large industries, such as steel and automobiles, supple- 
mental unemployment insurance plans are in effect by collective - 
gaining agreements, and we look exclusively to the railroad unemploy- 
ment insurance system rather than to any supplementation. 

Now, typically, the supplemental unemployment insurance plans are 
designed to provide in combination with the State unemployment 
insurance an income equal to 65 percent of the employee’s average 
weekly wage. The State plans on the average pay around $30 a week. 
That is an average figure. 

The steel plan and the automobile plan typically provide additional 
benefits of $25 to $30 maximum, thus resulting in payments up to $55 
to $60 for total unemployment. The maximum amount that would be 
payable under this proposal would be 60 percent rather than 65 percent 
r the last rate of pay, and a maximum of $51; that is, 5 days times 

10.20. 

So we feel that here again the proposal as compared with the pro- 
tection received in other major industries is modest. We realize, of 
course, that there are many, many people employed in other industries 
who are not covered by supplemental unemployment benefit plans, 
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but we feel that we are entitled to compare the workers of the railroad 
industry, one of the country’s — and most extensive industries, 
not with what everybody else gets, but with what protection is afforded 
to the workers in the other major industries. 

We have already had some discussion, particularly in connection 
with the questions asked by Mr. Avery, about the other major feature 
of the unemployment insurance proposals, namely, the provision for 
extended benefits in the case of the individuals of lon service and 
who are virtually displaced from the industry. I think it is a fair 
conclusion that when an individual has over 10 years of service and he 
is unemployed long enough and steadily enough to exhaust his normal 
benefit rate, he is substantially displaced from the industry. 

When a man with over 10 years of service is unemployed for any 
such length of time, this is not an ordinary fluctuation in the force. 
As I had already outlined in answer to Mr. Avery’s question, our 
original proposal for the protection of such displaced employees who 
have devoted many years to the industry was patterned on what we 
know as the Washington job protection agreement, which is a national 
agreement negotiated by our organizations with the representatives 
of the Association of American Railroads and to which virtually all 
railroads are a party, and that agreement was negotiated over 20 years 
ago, 1936, and it provides protection to employees displaced as a result 
of mergers or consolidations, which runs to 5 years in the case of the 
employees with as much as 20 yearsof service. _ 

We had originally proposed that this protection to employees dis- 
placed not through mergers or consolidation, but through other tech- 
nological revolutions in the industry, be extended for a similar period. 
The Senate, however, was unwilling to provide benefits of such dura- 
tion. Although this committee reported provisions favorably for 52 
weeks of protection in the case of employees with 15 or more years 
of service, the Senate did not go that far. Notwithstanding our dis- 
appointment in that respect, we are recommending the enactment of 
this bill. Compared with the protection that is afforded under the 
Washington Job Protection Agreement it is certainly again a modest 
kind of protection. 

When the Chairman of the Railroad Retirement Board was on the 
stand he pointed out that according to their calculations the actual 
cost over the long run of the act as it would be amended by this bill 
is computed at 3.75 percent of payroll. The bill provides for a maxi- 
mum tax of 314 percent. The Chairman, therefore, recommended that 
the maximum tax be fixed at 4 percent. We concur in that recom- 
mendation and I want to point this out: that the 4 percent maximum 
does not necessarily mean that that amount will be paid. We have 
a sliding scale which fixes the amount of the tax on a graduated basis 
dependent upon the amount of reserves in the fund. If the payment 
of the maximum tax results in the accumulation of any substantial 
reserve the tax will automatically be reduced and can go as low as 
one-half of 1 percent, depending on the amount of the reserves. 
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Mr. Rocers of Texas. Mr. Schoene, will you yield to me at the 
moment ¢ 

Mr. ScHoene. Surely. 

Mr. Rocers of Texas. Has any thought been given to an adjustment 
of these additional benefits that would bring it within the 314 percent 
or the amount that would be provided by the 314 percent contained jp 
the bill? 

Mr. Scuorenr. Mr. Rogers, these benefits have already been ve 
drastically reduced by the Senate and we just don’t feel that we could 
recommend any further reduction in them. 

Mr. Rogers of Texas. You feei that the benefits are at a minimum 
now ¢ 

Mr. Scnoenr. I think so. I think so. As compared with the pro- 
tection we have given by collective bargaining agreement to people 
displaced through mergers and consolidations for over 20 years, 
this is very modest and for the fellow who gets displaced it is pretty 
hard to justify protection only if it is a result of merger or congolj- 
dation, but not if it is as a result of a technological revolution jp 
the industry. As far as he is concerned, he is just as displaced jn 
one case as in the other. 

Mr. Rocrrs of Texas. Do you think that the increase in unemploy- 
ment of the railroad industry is going to increase in the same ratio 
it has in the past, or do you think it will level off ? 

Mr. Scuoens. I don’t see how railroad employment can be reduced 
much below what it is now and still run the railroads. 

Mr. Rocers of Texas. What is it now, Mr. Schoene? Do you 
recall ? 

Mr. Scuoenr. It is roughly in the neighborhood of 640,000 on the 
class I railroads. I understand it was 823,000 in December of 1958, 

Mr. Rogers of Texas. And what was the high point in railroad 
employment in the last 10 years ? 

Mr. Scuorenr. That would take you back to 1949. That would be 
about 1.4 million. 

Mr. Rogers of Texas. And that decline has come down more rap- 
idly in the last 2 or 3 years, or has it been gradual ? 

Mr. Scuorns. Oh, yes. There has been some gradual decline over 
the years, but the drastic reductions have occurred within the last 
2 years. 

Mr. Macponaxp. Will the gentleman yield ? 

Mr. Rogers of Texas. I will be happy to. 

Mr. Macponap. Are these layoffs concentrated in any one area of 
the country, or are they widespread ? 

Mr. Scuornr. They are widespread. They are characteristic all 
over the country. 
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Mr. Macponaxp. I was thinking, for example, of New England. 
Tt seems to me New England has been very hard hit and the eastern 
roads in general. I was wondering if you would have any figures 
vis-a-vis the eastern roads and the western roads. 

Mr. Scuoene. I do not have any such figures. I think we can get 
them, and make them available if you would be interested, by regions. 

Mr. Macponap. I am interested. If you could get them, I would 
appreciate it. Fe 

Mr. ScHoene. Yes. 

(The information follows :) 


EMPLOYMENT AND UNEMPLOYMENT BY REGION 


Data on class I railroad employment by region have been obtained from re- 
ports published by the Interstate Commerce Commission. For these, the rail- 
roads are classified into seven groups, according to the areas in which the major 
part of their operations are conducted. As can be seen from the attached table, 
there was a 37 percent decline in railroad employment from 1948 to 1958. The 
decline by region was as follows: 


Interstate Commerce Commission regions 


Percent decrease 
in employment, 
1948-58 


New England 45 
Great Lakes 42 
Central-Eastern 40 
Pocahontas 36 
Southern 40 
Northwestern 34 
Central-Western 24 
Southwestern 39 


Data on unemployment beneficiaries by region have been obtained from the 
Railroad Retirement Board. For these, the unemployment beneficiaries have 
been grouped, according to the area in which they live, into the seven Railroad 
Retirement Board regions. The boundaries of these regions, shown in the at- 
tached map, do not correspond with the ICC regions. The second table presents 
figures of unemployment beneficiaries in the last 2 complete benefit years and 
the first half of the current year. 
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Railroad Unemployment Insurance Act: Number of unemployment beneficiaries, 
by Railroad Retirement Board region, for benefit years 1956-57 and 1957-58 
and for 6 months, July-December 1958 





Railroad Retirement Board region 




















Period U.S. . - 
f total New Cleve- | Kansas | San 
Atlanta | York land | Chicago| Dallas City Fran- 
cisco 
Benefit year 1956-57_..--..-- 217, 250 24, 430 34, 790 44, 500 33, 420 22, 050 35, 320 22, 740 
Benefit year 1957-58... ....-.. 307, 960 40, 560 49, 900 66, 040 44, 400 28, 800 44, 560 33, 700 
July to ecember 1958.......| 229, 440 28, 460 40, 440 57, 100 34, 320 19, 720 28, 740 20, 660 





Source: Office of Director of Research, U.S. Railroad Retirement Board, Feb. 12, 1959. 
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Mr. Rogers of Texas. Mr. Schoene, what would be your feeling with 
regard to some percentage of these additional benefits in unemploy- 
ment compensation being contingent upon the 314 percent contribu- 
tion, provided in the bill? ary 5) 

Mr. Scorn. I don’t think that would be justified, Mr. Rogers. I 
think I can indicate why by expressing the thought that I was just 
coming to anyway. The railroads have a great deal of control over 
what this unemployment insurance costs. If they would stabilize em- 
ployment, utilize to the maximum degree experienced people who are 
unemployed, they could substantially reduce the impact of the cost of 
unemployment insurance. Now, surprise was expressed here yesterday 
over the number of new entrants which Mr. Healy pointed out are 
coming into the industry every year, even though over 200,000 are on 
the unemployment benefit rolls. Some improvement has been made 
through the efforts of the Railroad Retirement Board to utilize those 
unemployed experienced people, but not nearly the progress has been 
made that could be made. It is particularly true that hiring age lim- 
its, for example, will prevent employees in the prime of their life, fully 
experienced employees in their craft who lose out permanently on one 
road, from being hired as new employees on another road where that 
class of service may be needed, and we feel that a maximum tax rate of 
4 percent with the railroads having the ability to keep it under that 
by stabilizing employment affords a desirable incentive to the industry 
to stabilize employment, to utilize the reserve manpower, experienced 
manpower, that is available and that is now on the unemployment 

IIs. 
ae Drncett. Will the gentleman yield to me for just a very brief 
question ¢ 

Mr. Rocers of Texas. I yielded to Mr. Macdonald first. 

Mr. Macponaxp. I yield. 

Mr. Dince.u. I am very interested in the statement you made there. 
Is it not a fact that the unions have certain rules on hiring and firing 
written into their contracts a factor in these people not getting back, 
let’s say, on another road once they lose their job? 

Mr. Scuoene. No. 

Mr. Dincett. Are you sure of that? 

Mr. Scuoene. I am sure of that. We don’t have any rules on hiring. 

Mr. Drnceii. Do union agreements with the company have some- 
thing to do with the fact that it is hard to shift from one road to 
another ? f 

Mr. Scnoene. I suppose you have reference to the seniority rules. 

Mr. Drncety. Seniority rules is what I refer to. 

Mr. Scnornr. Naturally, under the seniority rules if you have em- 
ployees with a particular craft on furlough on that road, the seniority 
rules would require that they be called back and put to work before 
new employees are hired. That, it seems to me, is entirely equitable. 
You have two sets of people unemployed, one that has been working on 
this job, but has been laid off, and they do get preference—— 

Mr. Dince.t. I am not arguing this point. y just wanted to hear 
you say that there is no connection between one and the other, be- 
tween union seniority, or union contracts with management, and the 
fact that people are having a hard time switching from one road to an- 
other, That is all I wanted. I thank both the gentleman from Massa- 
chusetts and my good friend from Texas. 
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Mr. Macponatp. Sir, I was wondering if you had any opinion ag to 
the effect of abandonment of service on various eastern lines on the 
unemployment situation. For a concrete example, the Boston & 
Maine has been abandoning service quite rapidly in my own distriet 
and other places in Massachusetts and New Hampshire. I was won. 
dering what effect this had on unemployment. 

Mr. Scuornr. I have very decided opinions on that, Mr. Macdonald, 
The phenomenon that has been most conspicuous, of course, is the 
abandonment of passenger service and the discontinuance or consolida- 
tion of trains. That is in part due to the ease with which Congress 
made it possible last year to make such abandonments. 

Mr. Macponap. I do not want to interrupt you, but actually the 
abandonment of service that has happened in Massachusetts has been 
done under the State utility regulation, not the Congress. 

Mr. Scuorenr. I realize that. That was true generally prior to 
last year, but under the legislation you passed last year it has been 
made very much easier on a much less showing of need to abandon 
passenger service, but I would like to point this out: that that is b 
no means the sole extent to which service has been abandoned. Aj] 
sorts of services to the public have been abandoned. During the past 
year and a quarter I have spent a very substantial amount of my time 
in the Middle West trying to keep certain railroads from discontinu- 
ing their agency service. In South Dakota, lowa, Wisconsin, Minne- 
sota, the Chicago & North Western Railroad, and the Rock Island 
Railroad, and the Minneapolis & St. Paul Railroad have been 
virtually abandoning agency service statewide with the approval of 
the State commissions. The discontinuance or curtailment of that 
service necessarily makes the railroad service less attractive to patrons, 
It makes it almost impossible to use the railroads for LCL shipments, 
and the whole program seems to me to be a calculated effort on the part 
of a number of railroads, of which I think the Chicago & North 
Western is the spearhead, to go out of the transportation business 
with the exception of long-haul carload traffic that can be handled 
on the main lines in long trains. They find that the most profitable 
portion of their business and the effort is being made to confine service 
to that kind of traffic. It seems to me unwise from the standpoint of 
the industry itself. It seems to me detrimental to the public interest, 
and suicidal so far as the national defense is concerned. We need a 
strong, healthy railroad industry and the only way we are going to 
get it is if management will aggressively pursue all kinds of trafle 
that they can get and render the service to the public that makes 
railroad transportation attractive to the public. 

Mr. Macponatp. I appreciate your views, but I was wondering if 
you had any opinion as to the extent of unemployment as related to 
abandonment of services. 

Mr. Scuoene. It is very hard to put any percentage figure on it, 
Mr. Macdonald. However, I would say that a very substantial por- 
tion is attributable to abandonment or curtailment of services. To 
some extent I think the unemployment we have now results from de- 
ferred maintenance of both equipment and roadway and structures, 
and of course you can’t indefinitely defer it. ‘Sometime they are going 
to have to catch up on that maintenance and that kind of unemploy- 
ment will disappear as maintenance employees are called back. To 
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some extent it is due, as I have previously indicated, to technological 
changes. ‘Those changes are permanent and the unemployment that 
results from that will not disappear. To the extent that unemploy- 
ment results from curtailment or abandonment of services it will or 
will not be relieved depending upon what the policies of railroad 
management are going to be, and as J said in response to Mr. Rogers’ 
question, we hope that the cost of unemployment insurance will 

rovide some incentive not only to stabilize employment, but to go 
after business that the railroads can and should handle. 

Mr. Macnonaup. Thank you. 1 

Mr. Wrmi1AMs (presiding). Mr. Staggers I believe has a question. 

Mr: Sraccers. Just a few questions. 

Did I understand you to say that you are in favor of raising the 
314 percent to 4 percent on wages? 

Mr. Scnorne. Yes, Mr. Staggers, and that is the one amendment to 
the bill that we would recommend. 

Mr. Sraccers. Second, I would like to have your view on this: A 
woman, a survivor, who now is drawing $74.40 a month on the rail- 
road retirement, started to work last year. She is 62. Last year 
she would have been 61. She started to work on her own, sewing, and 
made $500. She paid into the social security fund on her sewing 
employment. If he continues to do that until age 65, will she be eligi- 
ble for social security as well as railroad survivor benefits? 

Mr. Scuoene. I think so. 

Mr, Sraccers. Will I have to get that answer from the social se- 
curity to be definite on that ? 

Mr. Scuoene. Yes, that’s what I would recommend. The social 
security system has become so complicated that, although I was once 
fairly familiar with it, I hesitate to make any positive answer on it. 

I would recommend, if you want a positive answer on it, that you 
inquire of the Social Security Administration. 

Mr. Sraccers. I know that she was told that although she had 
already paid into the fund and would pay in until 65, she would not 
get any social security, so we already have a letter in the mail now to 
the Social Security Administrator requesting an answer to that ques- 
tion, because if she is not going to get any money, there is no use of 
her paying the money. I just thought you would know. 

Thank you very much. 

Mr. Wiiitams. Mr. Schoene, the time is getting late. We are going 
to have to adjourn pretty soon. I have one or two questions that I 
would like to have answered prior to the adjournment of the com- 
mittee, and Mr. Younger has several questions that he would like to 
ask. If you do not mind, I would like to go ahead and propound my 
questions now. 

What is the underlying philosophy of having the employer finance 
unemployment compensation payments made to those who voluntarily 
separate themselves from employment ? 

Mr. Scuorner. Insofar, as voluntarily leaving of employment is 
concerned, we have substantially the same disqualifiation in the Rail- 
road Unemployment Insurance Act as is contained in the Federal- 
State systems. The law provides that an individual who voluntarily 
leaves suitable employment without good cause is not eligible for 
unemployment insurance benefits for a period of, I believe, 30 days. 
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Mr. Wiiu1ams. That is for a period of 30 days, after which he 
begins to receive compensation from his former employer ? 

Mr. Scuoener. He receives it out of the railroad unemployment jn. 
surance fund, which is financed by a tax on railroad employers gep. 
erally. It isn’t related to his particular employer. 

Mr. Wituiams. I understand that. 

Mr. Scuorne. The philosophy underlying his becoming eligible 
after a period of time is the same as it is under the Federal-State 
systems; namely, that when he has been disqualified for a specified 
period of time, he has paid a sufficient penalty for having voluntaril 
left service and if he is still unemployed at the end of 30 days and has 
not been able to secure other employment, his continued unemploy- 
ment may be attributable to the eae to secure other employ. 
ment rather than to his having left employment. In other words, 
there comes a point where the casual effect of his having left employ. 
ment diminishes and the casual effect of jobs being unavailable for his 
reemployment begins to increase. 

Whether that line of demarcation should be 30 days or some longer 
period I suppose is a matter of judgment, but certainly one could not 
defend a provision which permanently disqualified anyone from re- 
ceiving unemployment benefits because he had left a particular job, 

Mr. WriuxiiaMs. From the standpoint of the individual, I can seg 
that, but from the standpoint of the man that pays the bill, what is 
his obligation to an employee who voluntarily separates himself from 
his service ? 

I fail to see an obligation on the part of the employer to pay un- 
employment compensation. 

Mr. Scuorenz. The employer doesn’t do it. The employer pays his 
taxes, the same as all other employers, but the result 1s an insurance 
fund in which employees have certain insurance rights and this is not 
a question of the relationship of a particular.employee to a particular 
employer, but what should the individual’s insurance protection be. 

Suppose an individual leaves a job. He thinks he is going to get 
another job. He has it in mind but it doesn’t materialize. 

Mr. WiiuraMs. Does he not do so at his own peril ? 

Mr. ScHoene. No; not when we have unemployment insurance, I 
don’t think he should do it at his own peril. That is what we have 
unemployment insurance for, in part. It isn’t just limited to the leay- 
ing of employment. It is designed to deal with a condition in which 
employment is not available. 

Bear in mind this fellow has to be available for employment. 

Mr. Wiurams. He is available for employment and there is an 
available position for him at the time that he quits. 

Mr. Scuoenet. That is correct, but that is not true when he starts 
drawing his unemployment insurance. 

Mr. Wiiu1aMs. I am not attempting to make a point; I am attempt- 
ing to get information. 

Just what is the justification for requiring that the employer pay 
this man for quitting? 

Mr. Scuorene. Again it seems to me that you are misunderstanding 
the essential conception, which is that the employer does not pay him. 
The employer, together with all other employers, pays a general tax 
from which an insurance fund is built up and the individuals have 
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certain rights in that fund. When this period of disqualification has 
expired, if the Railroad Retirement Board can find him any suitable 
‘ob to refer him to, including the job that he left, if that is still open, 

e has to be available to take any such job in or outside the railroad 
industry, and if he is referred to a job and doesn’t take it, he is again 
disqualified, so at that point his unemployment is due to the inability 
GF American industry, the railroad industry or any other, to provide 
him with a suitable job. ; 1 oan 

Mr. WirturaMs. In that case the railroad industry is being penalized 
for the sins of industry generally, aren’t they? , 

Mr. Scuoene. The other industries pay unemployment insurance 
taxes, too. ; 

Mr. Wriu1aMs. That is done by contract, though. 

Mr. Scnorene. No; that is done by State law. 

Mr. Witu14Ms. By State law, of course. 

Mr. Drxceit. Mr. Chairman, could I ask one question here ? 

What are the provisions of law with regard to discharge by employ- 
ers for violation of company regulations or misconduct on the job? 

For example, drunkenness within the unemployment statutes as they 
affect the railroads. 

Mr. Scuoene. That is not a disqualification and we would resist with 
all our might any attempt to make it a disqualification. We have 
many, many cases in which employees are discharged ostensibly for 
cause, and the discharge is handled as a grievance, and in many in- 
stances, as a result of grievance handling, the individual is restored 
to service and is compensated for his time lost. We do not want the 
handling of those grievances to be clouded in any way by a judgment 
of the Railroad Retirement Board as to whether he was discharged 
for cause or arbitrarily discharged. We reserve the right to handle 
that with the management as a grievance and we do not feel that any 
Federal board is a proper tribunal to pass judgment on the justice of 
the discharge. 

Mr. Dincetu. Assuming that we were to accept this reservation that 
you make with regard to findings of Federal boards as affecting your 
grievance procedure, what would you say then? 

Mr. Scnorne. I don’t see how you could reserve it. The individual 
isdischarged. Heis unemployed. He applies for benefits. The Board 
either has to pay him or not pay him, and as soon as they decide to 
pay or not to pay, they have expressed a judgment on the justice of the 
discharge, if that were a disqualification. 

Mr. Witu1aMs. Does that go as far as Mr. Healy stated, that he has 
known of persons who languish in the penitentiary after being con- 
victed for embezzling from the company itself, who are still entitled 
to receive unemployment compensation. 

Mr. Scuornr. No; it does not. Mr. Healy was completely off the 
beam in what he told you about that, both as related to fraud cases 
and as related to any other crime, and I am glad you brought it up, 
because I was intending to speak about it anyway. 

No individual in the penitentiary or in jail is available for work 
and he is not entitled to unemployment compensation. Specifically, 
with respect to the matter of fraud, there is a civil penalty for making 
any fraudulent claim which disqualifies the individual for 75 days. 

at is assessed by an administrative process without indictment, 
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without trial, but simply on.the judgment of an administrative agency 
that has the authority to impose a civil penalty. 

In addition, any benefits that are drawn as a result of fraudulent 
claims can be recovered and they can be recovered out of any future 
benefits that the individual might otherwise be entitled to, either by 
way of unemployment insurance or by way of railroad retirement 
benefits. 

In addition to that, there is a criminal penalty imposed by the 
Railroad Unemployment Insurance Act itself which provides for q 
fine up to $10,000 and for imprisonment up to 1 year for making a 
fraudulent claim. 

Mr. Wiuurams. Frankly, I thought that sounded a little farfetched 
to me. 

Mr. Scuoene. If he is convicted and goes to jail he can’t get any 
benefits. He isn’t available for work. 

Mr. Drnceui. What if he is put on probation? 

Mr. Scuoene. If he is put on probation and is available for en- 
ployment, he would be entitled to benefits, assuming he is otherwise 
eligible after he has been disqualified for the 75 days. 

Mr. Drncett. Do you think that that is a justifiable use of this 
railroad unemployment compensation fund ? 

Mr. Scuornz. Let’s take your example, Mr. Dingell. 

I assume that if he is put on probation, he has been first indicted, he 
has been tried in a criminal court, he has been found guilty, and the 
judge in a criminal case has said that the proper penalty for him is not 
to fine him, not to put him in jail, which the court has discretion to do, 
He must have found some kind of mitigating circumstances. 

Mr. Drnegeit. Maybe he just throught the penitentiaries were too 
full. That is the reason for probation very frequently. 

Mr. Scnoene. I have not experienced judges using that as a criterion 
in the few criminal cases I have had. 

Mr. Drncet. I can tell you that is very frequently the criterion. 

Mr. Macponatp. Will the gentleman yield ? 

Mr. Drncetx. I stole the time from the chairman. 

Mr. Wiis. I have one or two questions, but I will yield. 

Mr. Macponatp. Just along the line of the questions raised by the 
gentleman from Mississippi, I was wondering with regard to the 
illustration given by the chairman in other industries and the various 
States laws that cover unemployment compensation whether under 
the average State unemployment compensation laws would it not be 
a fact that if somebody left his job of his own volition for another 
opportunity because he could not get along with the boss, and then 
after a period of 30 days found himself unable to obtain another job, 
—ane be eligible under the State Unemployment Compensation 

ct? 

Mr. Scnorne. My understanding is that all the State laws havea 
disqualification for voluntarily leaving for a limited period of time. 
I don’t know whether it corresponds exactly to the 30 days, but it is 
generally comparable to the disqualification under the Railroad Act. 

Mr. Macponatp. Therefore, there is no real degree of difference in 
philosophy, is there, between this act and the act that covers people in 
other industries? 

Mr. Scuoenr. None at all in that respect. 
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Mr. Macvonatp. Is not the reason behind this plan the fact that 
they are not eligible for the usual State compensation? By “they,” 
Imean the employees of railroads. 

Mr. ScHoEne. Originally they were covered by the State laws, but 
because of the mobility of railroad employees, their employment in 
different places, the extension of employment contracts, collective bar- 
gaining contracts, over entire railroad systems that are multistate, 
and various other reasons, it was deemed desirable to have a separate 
railroad unemployment insurance system, but in general philosophy 
it corresponds very closely to the State systems that cover other indus- 
trial employees. my 

Mr. taal Thank you, Mr. Williams. 

Mr. Wiuiu1ams. Mr. Schoene, you stated that an employee should not 
be required to separate himself at his own peril, but that he should 
be given security. Assuming that we follow that philosophy, are we 
not taking all responsibility away from that employee? 

Mr. ScHoene. I don’t think so. 

Mr. Witu1ams. Are we not leaving him in the position where he is 
the subject of gross paternalism? Are we not ‘alten away his indi- 
viduality, his right to make his own decisions in these matters ? 

Mr. Scuoene. I don’t think we are. It is not a normal thing for an 
individual to leave a job which is in all respects suitable. In your 
normal case of a voluntary quit, the individual for some reason doesn’t 
like that job, and he expects to find other employment more to his 
liking. He is already penalized to the extent that for 30 days he 
cannot qualify for any unemployment insurance. 

As I say, if, despite his efforts to secure employment, despite the 
efforts of the Railroad Retirement Board to find him a suitable job, 
if at the end of 30 days he still can’t find a job—— 

Mr. Witu1ams. Then it becomes the responsibility of the railroads 
to take care of that man; is that right? 

Mr. Scuoenr. Then I say there is no reason to continue to disqualify 
him for unemployment insurance that is available to people otherwise 
unemployed because he can’t find a job. 

Mr. Witx1AMs. Let me put it this way: At that time then, I assume 
that you feel that it is the responsibility of the railroads to take care 
of that man, is that right; because that is what it amounts to? 

Mr. Scuoene. I feel it is the responsibility of the railroad unemploy- 
ment insurance fund to take care of him in the same way it takes care 
of other unemployed railroadmen. 

Mr. Witu1aMs. And, of course, the railroads exclusively finance that 
unemployment fund. 

Mr. Scnorne. They are the exclusive taxpayers from which it is 
derived. 

Mr. Wintiams. And this man has no responsibility whatsoever in 
connection with this fund except to receive benefits. He contributes 
nothing to that fund in the way of money. 

Mr. Scnornn, No; that is right. Neither do the other employees in 
other industries with very few exceptions. 

Mr. Witt1ams. I frankly must say that as far the moral justifi- 
cation for such an obligation resting upon the employers to pay un- 
employment compensation to an employee who had voluntarily sep- 
arated himself from service it.escapes me. I fail to see it. 
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I am certain your explanation contributed very little to that. Tf 
they are doing that over in this part of the country or they are doin 
it over in that part of the country, it does not necessarily justify doing 
it here. 

Mr. Sonornr. But they are doing it universally, not just in this 
part of the country or that part of the country. 

Mr. Wiu1aMs. I say that is no justification. 

Mr. Scnoene. No. But it is a pretty good indication that it doesn't 
offend moral sensibilities. 

Mr. Wriu1aMs. If an employee not covered by retirement fund or 
anything else should resign from a job and then sue his employer 30 
days later, no court in the world would give it to him. I can see that, 
The court would tell him he was certainly not entitled to receive any 
damages because he quit his job. 

Mr. Scuorene. No, I wouldn’t suggest that he should be entitled 
to it either. 

Mr. Wuu1ams. The other question, and I understand that this js 
also almost universally done in the States, is with respect to the pay- 
ment of unemployment compensation to those who are voluntarily 
separated from the service due to strikes against the company. 

Is there any justification for requiring that the company finance 
a strike against itself in that manner ? 

Mr. Scuoenet. That is another subject on which I had intended, in 
any event, to make some comments in response to your suggestions 
yesterday that you hoped other witnesses would address themselves 
to the subject. 

Mr. Wiiu1ams. I do not understand the underlying philosophy 
about this because frankly, I was not in Congress when these laws 
were passed and I am curious as to the basis upon which these provi- 
sions were put into law. 

Mr. Scuoenr. I will be glad to give you that, Mr. Williams. This 
is a recurrent subject which the railroad managements or their rep- 
resentatives bring up every time railroad unemployment insurance is 
discussed and I suppose the reason it is brought up is that at first 
blush it may appear to be rather an anomalous situation. 

We have in the Railroad Unemployment Insurance Act a strike 
disqualification which is similar to, but also somewhat different from, 
the strike disqualifications contained in the State laws. 

Mr. Wiiu1aMs. Let me say this: I am going on the assumption that 
Mr. Healy’s testimony in that respect was substantially correct, that 
strikers are permitted to receive unemployment compensation from 
the fund in a strike against the company. I do not know, but I am 
asking. 

Me Sennokty. Under certain conditions. The strike disqualifica- 
tion in the railroad unemployment insurance law provides that an 
individual is disqualified if he is on a strike which was commenced in 
violation of the constitution or bylaws of his organization or in viola- 
tion of the Railway Labor Act. A legal strike, which is not in viola- 
tion of the Railway Labor Act and not in violation of the constitution 
or bylaws of the organization to which he belongs, does not disqualify 
him for benefits. 

In comparison with the situation in other industries at the time the 
unemployment insurance legislation was enacted, we found a radical 
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difference between railroad employees and other industrial employees. 

At that time the Wagner Act was on the books and was applicable 
to all other industrial employees. It guaranteed them the right to 
bargain collectively, compelled employers to bargain with them, the 
obligation being enforcible by the National Labor Relations Board, 
and placed no restrictions upon the right of employees to strike. 

Railroad employees, on the other hand, are subject to the Railway 
Labor Act, and were subject to the Railway Labor Act at the time this 
law was adopted. Although in my opinion there is no legal restric- 
tion on the right to strike in the Railway Labor Act except if the 
President appoints an emergency board, which he has discretion to 
do at any time that an emergency substantially affecting the need for 
railroad transportation arises, nevertheless, there are many other pro- 
cedures of the Railway Labor Act which are as a matter of practice 
observed by these organizations. —__ 

The process of contract negotiations is formalized by law. The 
organization wanting any change in the contract, or an employer 
wanting a change in the contract, is required to give a 30-day notice 
stating precisely what change is desired. Conferences are required 
to be agreed upon within 10 days thereafter, and to be held within that 
30-day period. ais ‘ 

Customarily, if the conferences held within that period do not 
effect a settlement they go on considerably beyond that. If it appears 
to one side or the other that they are not going to get anywhere in 
conferences, either side may invoke the services of the National Media- 
tion Board, or the National Mediation Board may proffer its services 
if it feels that any emergency situation exists. If the Mediation 
Board is unsuccessful in composing the differences they are required 
by law to proffer arbitration to the parties, which either one or the 
other may reject, but if both accept the matter is submitted to arbi- 
tration, the result of which is final and binding. 

If both parties decline arbitration and there is a threat to strike 
of any proportions, the President customarily appoints an emergency 
board, which is supposed to make its report within 30 days, but which 
customarily gets extensions of time so that very thorough hearings as 
to the dispute can be held, and then the Board makes a report and 
recommendation, which is not binding, but which normally has a 
very substantial effect in bringing about a settlement. 

It was believed at the time this provision was adopted that when 
railroad employees are subjected to that degree of regulation in their 
collective bargaining process, and, nevertheless, after all those proce- 
dures are gone through there results a disruption of the relations in 
the form of a strike, they should not be further penalized by being 
disqualified for unemployment compensation. 

There was this further philosophy underlying the provision, that 
by drawing a distinction between a strike occuring after full com- 
pliance with the Railway Labor Act and a stile that occurred 
either in violation of the act or in violation of the constitution and 
bylaws of the organization, an incentive was put upon observing 
both the restrictions of the union constitution and of the statute. 

We have had some 20 years of experience in the operation of this 
law and there has been relatively little occasion to ay unemployment 
benefits to people unemployed on account of svibes, The railroad 
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industry has not suffered from strikes. This provision in the law 
has not encouraged strikes. 

I would suggest that the railroad industry has been more free of 
strikes than any other large industry in the country. 

Mr. Wiis. I quite agree with you on that and I have a very 
warm feeling for the railroads and the unions for that and for many 
other reasons. I think they are to be congratulated on the manner 
in which they have conducted themselves. At the same time we are 
talking about a principle here and that is the point I am making, 

Mr. Scuorne. I don’t think you can properly judge principle with- 
out regard to the seReS ARS of 20 years. This has been on the books 
for 20 years and we have had an opportunity to observe its operation, 

Now, I want to say this further: That out of the total of unem- 
ployment benefits paid to strikers which Mr. Healy gave, something 
over $6 million of that amount was paid in one strike; namely, the 
L. & N. strike of 1955. That is the only large strike of extensive 
duration that has occurred in the railroad industry since the so-called 
shopmen’s strike of 1922. It was the only successful strike of any 
magnitude and duration in the present century. 

Let me just tell you for a moment how that strike came about. 

On May 22 of 1953, the nonoperating railway labor organizations 
served on all railroads throughout the country a proposed change 
of rules which related to paid holidays, improvement in vacations, 
hospitalization, surgical and medical insurance, group life insurance 
to be paid for by the employer, and improvement in their pass privi- 
leges. That, as I say, was served on all the railroads of the country 
on which those organizations hold contracts. 

There was considerable stalling about getting conferences going. 
The railroads universally took the position that. the proposal relat- 
ing to surgical, medical, and hospital insurance was not berantali 
under the Railway Labor Act. The National Mediation Board finally 
secured a meeting between the eastern, western, and southeastern 
carriers conference committees and the employees’ national confer- 
ence committee. 

That occurred in November, I believe, after the matter had been 
pending since the 22d of May. On the following day after this 
conference occurred, the railroads brought suit against us in the 
Federal district court in Chicago. They sought a declaratory judg- 
ment that our health and welfare proposals were not bargainable. 
That suit was dismissed by the district court as not presenting a 
justiciable controversy cognizable by the Federal courts, and the 
railroads appealed. 

However, while the appeal was pending, the National Mediation 
Board recommended to the President that an emergency board be 
appointed, and in December of 1953 an emergency board was ap- 
pointed. That board held hearings for several months and finally 
made its report and recommendations on the 15th of May in 1954. 

Thereafter, conferences and negotiations were resumed between the 
regional carriers conference committees and the employees’ national 
conference committee. The emergency board’s recommendations were 
disappointing to the organizations. They were much less than had 
been proposed, particularly with respect to the health and welfare 
plan. They recommended a much more modest plan than had been 
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roposed, and also proposed that. the employees be required to pay 
Ralf of the cost. It also recommended adoption of certain carrier 
counterproposals which the employees did not like. 

Negotiations on the basis of the emergency board report went for- 
ward from May until after the middle of August. Throughout this 
entire proceeding the L. & N. Railroad, and other southeastern rail- 
roads, and the railroads affiliated with the L. & N. system were rep- 
yesented by the southeastern carriers conference committee. They 
fully participated in the conferences, mediation, proceedings before 
the emergency board, and in negotiations up until nearly the middle 
of August. 

However, when agreement had been reached on the health and 
welfare portion of the program and negotiations were still continuing 
on other matters in the program, the L. & N. Railroad, together with 
a number of other southeastern railroads, withdrew its authority 
from the southeastern carriers conference committee. 

On the 2ist of August, a settlement was reached with all the rail- 
roads in the country represented by those committees with the excep- 
tions ef the 10 or 12 southeastern railroads that had withdrawn their 
authority. Thereafter the same settlement was offered to those rail- 
roads. They declined to accept it and the National Mediation Board 
again intervened. 

Mr. WirtraMs. Mr. Schoene, I wish you would get back to the 
principle of the thing rather than tell us the history of the case. 

Mr. Scnoene. I think, Mr. Chairman, this experience is relevant 
because it indicates where $6 million of this money went and why 
it went there. 

The National Mediation Board endeavored from August of 1954 
until March of 1955 to settle this dispute with these other south- 
eastern railroads and it did settle it with all except the L. & N. and 
its affiliated lines, and settled it on the same basis that it had been 
settled on all the other railroads in the country. Finally, it gave up 
in March and the strike occurred and the strike lasted for 58 days. 
The end of the strike came almost exactly 2 years after the contract 
proposals had been initiated. 

It seems to me, Mr. Chairman, that the experience of 20 years, in- 
cluding the one major strike that, did occur, has fully vindicated 
the principle that I have outlined. 

ou say you want me to get back to the principle, and I will. It 
embodies the philosophy that railroad employees, after being sub- 
jected to these restrictions, to these procedures, with all the efforts 
of the Government having been made and found unsuccessful, if they 
are then forced to strike, that they should not be penalized further 
by being disqualified from unemployment benefits. 

Mr. Witi1AMs. That I can understand from the individual’s view- 
point. 

Mr. Schoene, you are a lawyer, and I understand a mighty good 
one. 

Mr. Scnorng. Thank you. 

_Mr. Wii11ams. You know that it is elementary that a contract 
simply represents a meeting of the minds, and usually strikes occur 
as a result of a failure to reach a meeting of the minds between man- 
agement and the labor representatives; is that not correct? 
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Mr. Scuornr. That is correct. 

Mr. Wuu1AMs. Therefore, to the extent that there is a failure to 
reach a meeting of the minds, they must share at least an equal re. 
sponsibility with respect to the resulting strike, must they not? 

Mr. Scnorenr. No. No, I don’t think that is true at all. 

Mr. Wiu1aMs. Are you saying that the unions themselves or the 
brotherhoods, as the case may be, do not assume any responsibility 
with respect to the men who become voluntarily separated because 
of strikes and their failure to reach an agreement with management? 

Mr. Scuoenr. No, I do not say that they assume no responsibility, 
I think they assume a very heavy responsibility, but what degree of 
responsibility must be assumed by one party or the other for the 
failure to reach an agreement depends on the merits of their respec- 
tive positions. 

Mr. WiiuraMs. That is right. 

Mr. Scuorne. And we have in the Railway Labor Act procedures, 
including the emergency board procedure I have outlined, by which 
appointees of the President of the United States fully explore through 
public hearings the merits of the respective positions and recommend 
the basis for an agreement, and, as I have outlined in the L. & N, 
case, the unions and every other railroad in the country reached an 
agreement, reached a meeting of the minds, in accordance with the 
recommendations of the Presidential emergency board, and that same 
agreement was available to the L. & N. Railroad. 

Mr. Wuu1aMs. Let’s go just a little bit further. 

When the L. & N. refused to accept the agreement, they did so 
at their own peril, did they not? 

Mr. Scuorene. Yes, they did. 

Mr. Witt1aMs. Because a work stoppage is a tremendous financial 
burden for them to carry, is it not? 

Mr. Scuoene. It is. 

Mr. Wiu1aMs. Therefore, labor itself is not the only one who finds 
itself financially penalized because of a strike. 

Mr. Scuoene. That is right. 

Mr. Wititams. Why would it not be more fair to require that labor 
and management share and share alike in the payment of unemploy- 
ment compensation to persons who are unemployed on account of a 
strike? 

Mr. Scuoreng. My answer to you, Mr. Williams, is that in a situation 
such as I have described on the L. & N., if the management is as un- 
reasonable as that management was and provokes a strike—— 

Mr. Witu1aMs. Of course, I venture to say the union representatives 
did not agree with that railroad upon the case. 

Mr. Scuornr. How can it be said, when every other railroad in the 
country and the unions accepted the recommendations of the Presi- 
dential emergency board, that the unions were responsible for the 
strike ? 

Mr. Wiuu1aMs. I am sorry that I cannot give you a hypothetical 
case on the other side, but I am certain that there are some. Even in 
those cases where the representatives of labor may be in the wrong, 
even though they do not have to assume any responsibility with respect 
to the strikers insofar as paying them unemployment compensation, 
yet the railroads who might on some farfetched occasion be right im 
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their position, would still be penalized to the extent of having to pay 
unemployment compensation to finance a strike against themselves, 
would they not? 

Mr. Scuoenr. The L. & N. wasn’t paying much unemployment 
insurance tax while that strike was going on because they didn’t have 
much employment. 

Mr. Wiu1aMs. I yield to Mr. Younger. 

Thank you. 

Mr. Youncer. Mr. Chairman, I hope that my questions do not 
require a lot of history. 

Mr. Schoene, where an employee has been employed for 15 years 
and has entitlement of a year and a half unemployment pay, would 
it be possible for one who has that entitlement, and has the year and 
a half to go to retirement, to quit his job and then draw the unemploy- 
ment for the year and a half and then go on retirement ? 

Mr. Scuoene. If he quits his job, in the first place, as we brought 
out before, he is disqualified for 30 days. 

Mr. Youncer. That is right. 

Mr. Scuoenr. Further, during the entire period he has to be avail- 
able for work, be seeking employment, and accept any suitable employ- 
ment that is offered to him. 

Now, if for that whole year and a half period he can’t find any work 
and the Retirement Board can’t find him any work, he could at the 
end of the period, if he is eligible for railroad retirement, take his 
railroad retirement ; that is right. 

Mr. Younger. Then it would be possible to shorten the retirement 
period by a year and a half under those circumstances ? 

Mr. Scuorene. Provided he can’t find any work for that year and 
a half; yes. 

Mr. Youncer. It is awfully easy not to find work. 

Mr. Scuoene. It isn’t when the Railroad Retirement Board is refer- 
ring him to it. If they have jobs to refer him to, that is part of their 
function. 

Mr. Youncer. Under those conditions, he would be able to practi- 
cally retire a year and a half ahead of his time. 

Mr. Scuorner. Provided he is looking for work. 

Mr. Youncer. Under those conditions. 

Mr. Scuoener. Yes, under those conditions he could. 

Mr. Youncer. That is correct ? 

Mr. Scuoener. Yes, sir. 

Mr. Youncer. A question was asked of you earlier about the social 
security and pension benefits over and above social security under 
plans of the General Motors, and the steel industry, and so forth, on 
which you said you were not well informed and could not answer. 

Mr. Scroenz. I do not know the details of those particular pension 
systems; that is true. 

_Mr. Youncer. Later on, when it came to the unemployment ques- 
tions, you were very well informed on the plans of unemployment 
insurance of General Motors and the steel industry. I am interested 
why you are well informed on one angle and not well informed on 
the other. 

Mr. Scnornr. I made a particular investigation of the matter of 


_ supplemental unemployment benefits in preparation for testifying 
ere, 
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Mr. Youncer. But not supplemental retirement benefits ? 

Mr. Scuornr. Only in a general sort of way. I have put into the 
record of this committee on previous occasions some comparative data 
as to the total benefits resulting in a number of major industries from 
the combination of social security benefits with supplemental benefit 
payments, and the comparison, the source of which was an article b 
a Mr. Robert Myers, the Chief Actuary of the Social Security Ad. 
ministration, shows that the combined benefits resulting from supple- 
mental systems and social security compares very favorably generally 
with the total railroad retirement benefit. 

Mr. Youncer. Is it not in excess in some instances? 

Mr. Scuorenr. Yes, it is; it is in excess in some instances. 

Mr. Youncer. Therefore, in some instances the fringe benefits nego- 
tiated under labor relations between employer and employee have 
given the employee better benefits than under railroad retirement; 
is that not true? 

Mr. Scuoenet. That is correct. 

Mr. Youncer. Then what are the objections to taking the retirement 
and the $3 billion into private management and continue the same 
payments you have now and leave it to employee and management 
negotiations, to handle it in that way ? 

Mr. Scuorene. We could not maintain the same system that we have 
now under that kind of arrangement for a variety of reasons. A very 
large part of the merit of the railroad retirement system lies in the 
fact that it is universally participated in by all railroads that are 
subject to the Interstate Commerce Act, and by their affiliates that 
perform railroad services, 

The whole actuarial foundation is predicated upon not only univer- 
sal participation 

Mr. Youncer. May I interrupt? 

Mr. Scuoene. Yes. 

Mr. Youncer. Because that does not answer the question. 

I am assuming that you would continue with the same payments 
and with the same control of all railroads and all employees of all 
railroads exactly as you have it now with the same tax, but under an 
agreed process of management by all railroads and management by 
all of the employees of all of the railroads, rather than by the Railroad 
Retirement Board. 

Mr. Scuorne. What I was coming to, Mr. Younger, is that that is 
not a valid assumption, and for this reason: We have 22 organiza- 
tions represented in the Railway Labor Executives’ Association. 
Assuming that those 22 organizations should always agree on what 
they want to negotiate, which they have not always done, but assum- 
ing that you can assume that they would always agree and be in 
pursuit of common programs, we do not represent all railroad em- 
ployees on all railroads. There are some railroads, not many, on 
which railroad employees are not organized. There are other rail- 
roads on which particular crafts are not organized. There are some 
railroads where crafts that we represent on other railroads are repe- 
sented by other organizations. 

A notable example of that is a number of the shop crafts on the 
Pennsylvania Railroad that are represented by a CIO organization 
and we do not have representation. Even when we negotiate on @ 
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national basis, while the Carriers’ Conference committees generally 
represent the railroads having the bulk of railroad employment, 
about 95 percent of it, still in numbers of railroads they represent 
only a minority of railroads. Lay 

We have no way that we could compel any railroad to join in such 
national handling. We have no assurance that when an agreement 
was about to be reached railroads originally represented by the Car- 
riers’ Conference committee might not withdraw their authority to 
negotiate, as happened in the L. & N. case that I illustrated a while 
ago. : 

Mr. YounceEr. Just a minute. 

Then your idea is, that it is physically impossible to have negotia- 
tions between employer and employee as now represented through 
the Railroad Retirement Board ? 

Mr. Scnoene. I think that is true. At least there could be no 
assurance that there would be that kind of representation. There 
would be no assurance as to the permanence of the maintenance of 
the system, or of its universal participation. 

Mr. Wu1aMs. May I interrupt just a moment? 

Mr. Youncer. Yes. 

Mr. Wiiu1aMs. A railroad man told me the other day, in just a 
casual conversation with respect to this program, and frankly he says 
he hopes it continues like it does, because he is going to be retired 
pretty soon, that he had paid, over a period of some 20 or 30 years 
that he had worked for the railroad, some three or four thousand 
dollars into the retirement fund over and above what would nor- 
mally have been withheld for social security. He says that if he were 
given the choice of having the railroad retirement fund purchase his 
social security and receive his social security when he retires, ex- 
clusively, plus being refunded his three or four thousand dollars 
that he had paid over and above the —- taken out for social 
security, he would have a rather difficult time determining which 
alternative he would rather have. 

I wonder if the idea of being refunded the additional contributions 
and in lieu thereof purchasing social security for these men has been 
explored with the men to determine what they might think about it? 

Mr. Scuorene. Not to my knowledge, Mr. Williams. 

However, that would present impossible problems. You cannot 
operate a system of this kind which is based on universal participation 
and grant withdrawal options. 

Mr. Wii1aMs. Would it not be possible to give the individual em- 
ployee the right to make an election as to whether he would prefer 
receiving social security completely under this program? 

Mr. Scuorene. No, I don’t think that would be practical at all, Mr. 
Williams. 

Mr. Wiittams. For what reason ? 

Mr. Scuorne. Because if you start granting withdrawal options, 
you-— 

Mr. Wiuxtas. I am not speaking of withdrawals now. I am 
speaking of starting in the future. If Mr. Joe Smith, who is being 
hired by the railroad, were told: “Now, Mr. Smith, you may elect 
whether to come under the railroad retirement program or to come 
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under the social security program,” and let him make an election ang 
keep him to that election, where would the problems come from that} 

Mr. ScHoenr. We would never know what our participation js or 
will be in the future. It is impossible to make any actuarial computa. 
tions as to what you need on the basis of a level cost when you don 
know what your participation is going to be. 

Mr. Youncer. Mr. Chairman. 

Mr. WiiuiaMs. [I am through, Mr. Younger. 

Mr. Youncer. As simply as I can, if I get the picture correctly, yoy 
cannot correct the retirement system now because all of the new people 
coming into railroad retirement will have to continue to pay for that 
benefit that was given to the railroad men in 1937 who never paid 
for past service and if you stop the new men now, you could not haye 
an actuarially sound basis, because that 1s why you have to pay 13 
percent now, to take care of that load that was assumed in 1937; jg 
that. not correct ? 

Mr. Scnoene. It is not only the load that was assumed in 1937, but 
also the load that has continued to be assumed, by crediting service 
prior to 1937 for people who had some service after 1937, but who get 
annuities based in part on that and in part on prior service. 

Mr. Youncer. It is all the prior service that was not paid for? 

Mr. Scnoene. That is right; all the prior service that was not paid 
for, plus the fact that in the course of the several liberalizations of 
benefits, of course that accrued liability has been enlarged through 
extending to those beneficiaries the improvements that have been made 
from time to time, so that it has been a growing unfunded liability. 

Mr. Youncer. May I say along that line, Mr. Chairman, from my 
experience in talking with the railroad employees, they do not now 
thoroughly understand why their tax is to heavy as compared with 
the tax on other retirement plans, and when I explain to them why the 
tax is high, then they can understand it, but it has no been explained 
thoroughly to the new employees and to the younger employees in this 

lan. 

Mr. Scuornr. We have done the best we can to disseminate infor- 
mation about the railroad retirement system to our people. Admit- 
tedly it is an imperfect job by far, but there are efforts that are carried 
on and are being continually carried on. 

Mr. Wiu1aMs. It makes it hard on Members of Congress to have 
those questions thrown at you. It is rather difficult to explain. Al 
though we all understand it, of course. 

Mr. Youncer. I have one other question, Mr. Schoene. 

The tax of the employee and employer for the retirement goes to 
the Railroad Retirement Board ? 

Mr. Scuoene. No; the tax is paid to the Internal Revenue Service. 

Mr. Youncer. I know you 

Mr. Scuoene. But then is appropriated to the railroad retirement 
account. 

Mr. Youncer. Then the Railroad Board in turn pays to social 
security their required tax ? 

Mr. Scuoenr. In substance, yes. 
Mr. Youncer. Not in substance; in actual cash, do they not pay it! 
Mr. Scuoensz. No; it is offset against-— 

Mr. Youncer. Wait a minute. 
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Do they not pay the full amount in the first instance? 
Mr. ScHoene. No. 

Mr. Youncer. Then where does this refund come from that has been 
mentioned from the social security fund to the railroad retirement 

nd? 

itr Scnorne. What actually is done is that year by year a com- 
putation is made as to what the taxes would have been under social 
security if railroad employment had been covered by social security, 
also what the benefits would have been that social security would 
have paid that year under those circumstances, and, if the balance is in 
favor of the railroad retirement account, as it has been in recent 
years, the Social Security Administration transfers to the railroad 
retirement account that difference. That is what I was trying to 
explain, that it is not an actual cash transaction, but a transfer of 
the balance owed one way or the other after both have been computed. 

Mr. Youncer. They must transfer that balance owed from some 
balance that they have on hand. The Railroad Retirement Board 
must have paid them some money sometime. How can the social 
security pay it back to the railroad retirement or credit it to the rail- 
road retirement when they have had no money with which to credit? 

Mr. Scuoenr. They have money, of course. 

Mr. Youncer. Where did they get the money ? 

Mr. Scooene. From the social security tax. 

Mr. Youncer. Who paid the social security tax ? 

Mr. Scuornre. Employers and employees. 

Mr. Youncer. They pay the full tax into the internal revenue, 
railroad and employees; is that not correct ? 

Mr. Scuoenr. That is right. 

Mr. Youncrer. How does that money get from there to the social 
security? Thatis what Iam trying to find out. 

Mr. Scuoene. It does not. 

Mr. Youneer. Then how can the social security make a refund out 
of funds that they do not have ? 

Mr, Scuoene. It is not a refund. 

Mr. Youncer. You have referred to it as a refund or a credit. 

Mr. Scnoenr. There is a difference between a credit and a refund. 
I do not think I used the term “refund,” Mr. Younger. 

Mr. Youncrr. How can you get a credit ? 

Mr. Scnorne. Any payments made by the social security system to 
the railroad retirement system are in reality savings that the social 
security system makes by not covering railroad employment. 

Mr. Youncrer. That is what we are getting into. You donot pay to 
the social security fund the full cost or the full tax that other hgler: 
ers and others employees pay for the full coverage under social secu- 
rity; is that not true? 

Mr. Scuornr. We do in substance, yes. The full tax that would 
have been we had railroad employment been subject to social secu- 
rity is totaled up on one side of the ledger and balanced against what 
the Social Security Board would have paid on railroad employment 
by way of benefits if railroad employment had been under social 
security. 

Now, when that balance is in favor of the railroad retirement ac- 
count, it shows that social security has saved that amount by not 
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covering railroad employment. That amount is then transferred to 
the railroad retirement account. 

Mr. Youncer. That is correct, and the only reason why there is any 
credit is that they are not entitled to all of the social security benefits 
and, in addition, supplemental benefits from railroad retirement; jg 
that not true ? 

Mr. Scuorenr. No. The reason there is a difference is that the rai]- 
road industry is a higher cost segment of our total industry than the 
nonrailroad part. In other words, the very fact that there is a balance 
in favor of the railroad retirement account indicates that if social 
security had covered railroad employment, they would have paid out 
more in benefits than they would have collected in taxes from that 
particular segment of industry. 

Mr. Youncer. What I am trying to get at is that the retirement 
fund is not operative as a complete social security program with, in 
addition thereto, benefits of the railroad retirement as a supplemental 
benefit, but they are integrated and they cannot draw both. Is that 
not true? 


Mr. Scuoenr. They can’t draw both based on railroad employment; - | 


that is right. 

Mr. Youncer. That is what I mean. There I think arises most of 
the questions that we have that come to us. 

With respect to the one that I submitted to you the other day, Mr. 
Harper, arises from the fact that so many of your railroad people 
compare their social security benefits with social security benefits of 
other employees in other industries, and they say “We are not receiy- 
ing the same benefits that you receive,” it 1s not intended that they 
should. 

Mr. Scuoene. Not proportionate. 

Mr. Youncer. It is not in the plan that they should receive all of 
the benefits of social security and the benefits of railroad retirement 
as a supplemental benefit. That also I think ought to be more clearly 
explained to your employees, because most of these letters that we 
receive, like the one that Mr. Friedel brought up and the one that I 
have, on social security are all based on that one thing, that they 
expect to get all of the social security benefits and supplemental benefits 
like General Motors, steel, and the rest of large employers. 

Mr. Scuoene. I think there may be considerable misunderstand- 
ing about that and again, as I said before, we are making efforts, 
imperfect though they are, to educate our people as much as we can 
about the operation of the system. 

Mr. Youncer. That is all I have, Mr. Chairman. 

Thank you. 

Mr. Wiu1aMs. Mr. Schoene, it is 1 o’clock. Would it be possible 
for you to return this afternoon to complete your statement ! 

Mr. Scnoene. Yes. 

Mr. Witt1aMs. Then the committee will adjourn until 2 o’clock. 

(Thereupon, at 1 p.m., the committee recessed, to reconvene at 2 
p.m., same day.) 

AFTER RECESS 


Mr. WituiAMs (presiding). The committee will be in order. 
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STATEMENT OF LESTER P. SCHOENE, REPRESENTING RAILWAY 
LABOR EXECUTIVES’ ASSOCIATION—Resumed 


Mr. Scnorne. Mr. Chairman, this morning, at the beginning of 
my testimony, I handed the reporter a list of the organizations affili- 
ated with the Railway Labor Executives’ Association, but I neglected 
to secure the committee’s permission to have it inserted in the record, 
and I wonder whether the committee would grant me permission to 
have it copied into the record at the beginning of my testimony. 

Mr. Wriuu1aMs. With no objection on the part of Mr. Younger and 
the other members of the committee, of course, we will be glad to 

nt you that permission. 

With no objection, it is so ordered. ! 

Mr. Scuoene. I had this morning concluded my discussion of the 
specific provisions of the bill H.R. 1012. The remaining subject, 
however, which I wish to discuss briefly is a matter which I expect 
will loom large in the aR to be presented by railroad wit- 
nesses, and that is the matter of the condition of the railroad industry 
to absorb the financial impact that the additional costs resulting from 
this bill would have. } WY 

I think that in the last few years the railroads, through publicity 
and through testimony before congressional committees, have created 
an exaggerated picture of the alleged financial distress of the railroad 
industry. 
nv. Te nti evidence to this committee last year in connection 
with the committee’s consideration of the legislation which became 
the Transportation Act of 1958, and through extensive exhibits at- 
tempted to show the degree to which that picture had been exag- 
gerated by the railroad-management testimony. 

It is not my desire to recapitulate or repeat that testimony. I 
would, however, like to give one illustration of the extent to which 
the impression that has been given of the railroad industry as a con- 
tracting industry or as an industry that is losing its place in the 
transportation system of our country has been exaggerated. I think 
that very generally people have the impression that not only is 
passenger business virtually gone, but that the railroads are handling 
a much smaller amount of freight than they did in the glorious 
twenties, when there was virtually no competition from motor carriers 
and air carriers were nonexistent and the water carriers were carrying 
asmaller amount of freight. 

Among the exhibits that Mr. Leighty presented to this committee 
last year was an exhibit 7, which showed by years the numbers of 
ton-miles of revenue freight handled by the American railroads. 

Just to summarize what is shown there: The railroads never, be- 
fore 1941, in no single year did their revenue ton-miles total as much 
as 450 billion. From 1942 to 1957, on the other hand, their total 
revenue ton-miles never fell below 600 billion, except in the years 
1946, 1949, 1950, and 1954. 

And even in 1957, when the recession began and the railroad busi- 
ness was affected, the same as all industries were affected, nevertheless 
rs s year 1957 they transported 618 billion ton-miles of revenue 
reight. 

So the general run of railroad traffic in freight is in the order of 
more than 3314 percent in excess of the best years of the twenties. 
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One of the principal spokesmen of distress last year was Mr, 
Symes, president of the Pennsylvania Railroad, and he pictured that 
railroad as being in most dire circumstances. Nevertheless, very 
shortly after presenting such a picture of distress to congressional 
committees, Mr. Symes announced to his stockholders that they had 
several years earlier arranged for an emergency credit of $50 million 
to draw upon in any time of financial emergency, but they had not 
had any occasion to draw on it, and he did not expect that they were 
going to have to draw on it that year. They did not, in fact, draw 
on it. Instead, they paid a dividend, a small one, to be sure, but 
they paid a dividend and by the time the year was over had earned it, 

Whatever our views may be as to how serious the condition of the 
industry actually was as of a year ago, it is apparent that a substan- 
tial recovery has been made. 

I would direct your attention initially to the fact that one of the 
features of the Senate bill that passed last year and is incorporated in 
H.R. 1012 was a rearrangement of the tax-increase schedule from 
that which we had proposed and which was in the original Senate 
and House bills last year. 

We had proposed an immediate increase in the railroad retirement 
tax from the present 614 percent to 714 percent. 

The Senate committee rearranged the tax schedule, so as to mini- 
mize the immediate impact, to substitute a graduated increase in tax, 
but which in the long run achieved substantially the same financial re- 
sult as what we had proposed. 

The schedule that is embodied in H.R. 1012 raises the tax rate only 
from 614 percent to 634 percent as of January 1, 1959, and then in- 
creases it to 714, percent effective January 1, 1962. 

Then there is the contingent standby tax increase which is scheduled 
to go into effect in 1965, if and to the extent that social-security taxes 
are increased at that time above those provided for in the Social 
Security Act at this time. 

That is an acceleration of that step in the increase and thereby off- 
sets the results of deferring the increase immediately. 

Those arrangements, as I understand, were made by the Senate 
committee for the specific purpose of permitting the railroad industry 
to make some recovery from the recession conditions that prevailed 
last year before the full cost of the bill and of the elimination of the 
actuarial deficiency would be felt. 

I say that that recovery has in fact occurred, and I want to give 
you a few indications of it. Notwithstanding the fact that in the 
early months, approximately the first 8 months, of 1958, the railroad 
industry was still suffering from the effects of the business recession, 
nevertheless Mr. Loomis, the president of the Association of American 
Railroads, has announced that on the basis of preliminary figures the 
railroads as a whole will have ended the year 1958 with net income of 
$590 million. 

When you compare that amount of net income with the net income 
of former years over a long term, we find that in the 38 years begin- 
ning with 1921 and running through 1958 there were only 17 years— 
and that period includes all the glorious years of the twenties; it in- 
cludes the years of World War II, when the railroads were over- 
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Joaded with traffic, and it includes the postwar years, during which 
the railroad business attained new high levels both of gross income 
and net income, in only 17 out of those 38 years was the net income 
as high as it was in 1958, two-thirds of which was a year of recession. 

Mr. Youncer. May I interrupt? 

Mr. Scroene. Yes, surely. 

Mr. Youncer. Can you relate that to the value of the dollar? 

Mr. Scnornr. I have not made any table relating it to the value of 
the dollar. We all know that, of course, in 1958 or 1959 the dollar is 
not worth what it was in the 1920’s. That is part of our problem 
here. The retired employee’s dollar is not worth what it formerly 
"Mr, Youncer. It ought to be compared in both places, as you did 
before with the employees. 

Mr. Scuoene. I think that is a proper comparison to make. 

Just to illustrate how this comes about and what a sharp recovery 
was actually experienced during the last months of 1958, I would like 
to give you some figures as to how the later months of 1958 compared 
with the earlier months of 1958. And for this purpose, I will use net 
railway operating income. That is the operating profit after all the 
operating expenses have been paid and taxes have been paid. And I 
will use for comparative purposes the months of September, October, 
and November. I cannot use December, because the December figures 
are not yet available. 

But during the first 8 months of 1958, net railway operating income 
was 86 percent below the corresponding months of 1957. It was 42 
percent below the corresponding months of 1956 and 46 percent below 
the corresponding months of 1955. But during the months of Sep- 
tember, October, and November of 1958, the net railway operating in- 
come was only 9 percent below 1955, only 6 percent below the corre- 
sponding months of 1956, and was 16 percent above the corresponding 
months of 1957. 

In both 1955 and 1956, the railroads enjoyed very prosperous con- 
ditions. In both of those years, net railway operating income was 
over a billion dollars. In the postwar years, the average net railway 
operating income was almost a billion dollars. It was $938 million. 

But if you take the fall months of 1956, the 3 months to which I have 
referred, and project that to an annual rate, the annual rate of net 
railway operating income realized during those months is again in 
excess of $1 billion and is higher than the average for all postwar years. 

It is, accordingly, clear that the expected recovery from the reces- 
sion has in substantial measure occurred, and the plan of the Senate 
committee to bring these costs into operation gradually, so as to allow 
an opportunity for those recoveries to be made, have been fully 
realized. 

Of course, the figures I have given you relate to the railroads as a 
whole; and the railroads persistently tell us: “We don’t have any com- 
mon pocketbook. The fact that some railroads may be prosperous and 
others are poor and that it all averages out to a good result doesn’t help 
the poor railroad very much.” 

And, of course, that is true. 
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However, in order to test what has happened with respect to indi- 
vidual representative railroads, I have had compiled figures on repre. 
sentative roads in each of the regions. 

In the picture that was shown to this committee last year, two of the 
railroads that were alleged to be in the worst distress, and, in fact, were, 
relatively, compared to other railroads, worse off, were the New York 
Central and the Pennsylvania Railroad. 

I have secured net railway operating income figures for the fal] 
months, September, October, and November, of those railroads, as 
representative of the eastern region. And you can see what has hap. 


ned. 

In 1956, before the recession, the New York Central in those 3 months 
had net railway operating income of $10,650,000. 

That dropped to almost one-half in the corresponding months of 
1957. The net railway operating income was $5,262,000. 

However, in the corresponding months of 1958, it was $14,030,000, 
or in excess, by a substantial amount of the 1956 revenues, 

Mr. Grenn. Can I ask a question there? 

Why do you make this 4-month comparison? Why is it not a 
yearly comparison, or a 6-month comparison? Why do you use par- 
ticularly the months that you mentioned, in the fall and winter? 

Mr. Scuorene. As I explained earlier, Congressman, the purpose 
of this comparison is to show the recovery that occurred during the 
last third of 1958. I have given the yearly figure on the net income, 
which is $590 million, and have pointed out that that is more than 
it was in any except 17 of the 38 years since 1920. 

But the purpose of this is to show the change that occurred in 
the course of 1958, which would, of course, be completely obscured if 
you merged it in an annual figure. There is no question that the 
first 8 months of 1958 ran seriously behind the first 8 months of the 
preceding year. 

The Pennsylvania Railroad did not experience quite as startling 
a recovery as the New York Central, but also a very substantial one. 
In 1956, their net railway operating income was $17,130,000. That 
dropped in 1957, during the months of September, October, and 
November, to $10,374,000. In the corresponding months of 1958, it 
had risen to $15,286,000, not quite as high as for 1956, yet approxi- 
mately 50 percent higher than in 1957. 

And the two railroads combined in the latter months of 1958 ex- 
ceeded the corresponding months of 1956. 

Now, turning to other regions, we find that certain railroads repre- 
sentative of the southeastern region actually did not experience the 
1957 decline that was shown for the eastern region. The Chesapeake 
& Ohio Railroad, in these 3 months of 1956, had net railway operating 
income of $20,978,000. That held up in 1957 in the corresponding 
months, to $20,544,000, and in 1958 fell slightly below, to $19,796,000. 

The Norfolk & Western Railroad over the 3 years, in these three fall 
months, experienced a constant increase in net railway operating 
income. In 1956, it was $11,851,000; in 1957, $12,509,000; and in 1958, 
$15,129,000. 

Mr. Wit1ams. Mr. Schoene, may I inquire about how much more 
time you might need ? 
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Mr. Scnoene. I think just a very few minutes, Mr. Williams. I 
will have concluded as soon as I give a few a for the other regions. 

Mr. Wuu1aMs. The 20 minutes that you thought you would require 
stretched into 30, and apparently will go some time longer. We do 
not know how long we are going to be able to sit this afternoon. 
There is always the danger of a quorum call on the floor, which would 
require adjournment. We do have another witness who is scheduled, 
who we would like to hear if at all possible this afternoon, because we 
will not have an opportunity to hear him at a later date. at 

Mr. Scuoene. Yes; I will conclude very quickly, Mr. Williams. 

Mr. WuuiaMs. If youwould,I wouldappreciateit. == 

Mr. ScHoene. Turning to the southern region, the Illinois Central 
had net railway operating income in 1956 of $7,946,000, in those 3 
months, which dropped in 1957 to $5,260,000, but rose in those months 
of 1958 to $8,149,000, or substantially in excess of the 1956 net rail- 
way operating income. otal ; 

The Southern Railway had net railway operating income in 1956 in 
these 3 months of $11,493,000, which declined slightly in 1957 
to $10,058,000, and in 1958 to $10,125,000. 

Taking the northwestern region the Chicago, Milwaukee, St. Paul, 
and Pacific had net railway operating income in these 38 months 
of 1956 of $6.103,000. That increased both in 1957 and in 1958. In 
1957 it was $6,411,000, and in 1958 it had risen to $8,372,000. 

The Great Northern had net railway operating income in these 
months of $12,299,000 in 1956, which dropped to $7,895,000 in 1957, 
but in 1958 had recovered to exceed the 1956 level, namely, $12,- 
851,000. 

Taking the central western region, the Santa Fe in 1956 had $16,- 
240,000 net railway operating income in these months, which declined 
to $11,152,000 in 1957 and recovered to exceed the 1956 revenues in 
1958, namely, $18,532,000. 

The Union Pacific had $15,693,000 in 1956, fell to $14,672,000 in 
1957, and rose to $18 112,000 in 1958. 

The Southern Pacific had $10,117,000 in 1956, $12,266,000 in 1957, 
and $12,532,000 in 1958. Both 1957 and 1958 exceeded the 1956 fig- 
ures. 

The Missouri Pacific, one of the representatives of the southwestern 
region, had $10,236,000 in 1956, $8,564,000 in 1957, and recovered to 
almost exactly the 1956 level in 1958, namely, $10,174,000. 

The St. Louis-San Francisco, another carrier operating in that 
region, had almost identical experience. Their net railway operating 
income for the 8 months of 1956 was $4,131,000. That fell to $3,158,- 
000 in 1957, and recovered to slightly in excess of the 1956 level in the 
last months of 1958, namely, $4,494,000. 

So I think, Mr. Chairman and members of the committee, that the 
picture is clear. The railroad industry has made substantial recovery 
from the recession and is continuing to make that recovery. 

I regret to say that employment has not shown anything like the 
same recovery, but we feel confident that if the railroad management 
will go out after business and stop trying to go out of the transpor- 
tation business, they will be handling such a volume of business that 
they are going to have to restore our employment, also. 

That concludes my statement, Mr. Chairman. 

871105913 
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Mr. Witu1aMs. Mr. Younger? 

Mr. Youncer. Just one, and please answer it yes or no. Have yoy 
abandoned your effort to secure a tax exemption on the tax paid by 
employees in connection with railroad retirement? 

Mr. Scuorne. No. 

Mr. Witurams. Thank you very much. 

Mr. ScHoene. I want to thank the committee for giving me its 
kind attention. I appreciate very much the attention I have received 
from you. 


STATEMENT OF THOMAS STACK, CHICAGO, ILL., PRESIDENT, Na. 
TIONAL RAILROAD PENSION FORUM, INC., ACCOMPANIED By 
ROBERT P. BURNS, BALTIMORE, MD., REGIONAL VICE PREgr. 
DENT, NATIONAL RAILROAD PENSION FORUM, INC. 


Mr. Sracx. Mr. Chairman, if the committee wills, I would appre- 
ciate it if Mr. Robert Burns, our regional vice president, from Balti- 
more, would be allowed to sit beside me during this testimony. 

Mr. Wiu1aMs. Surely. 

You may come forward, Mr. Burns. 

Let Mr. Burns identify himself for the record, please, sir. 

Mr. Burns. Robert P. Burns, retired employee of the Baltimore & 
Ohio Railroad. 

Mr. Wituiams. And what is your association ¢ 

Mr. Burns. Regional vice president of the National Railroad Pen- 
sion Forum since its beginning in 1957. 

Mr. Witutams. Mr. Stack, I notice that your prepared statement is 
rather lengthy. It is six pages of single-spaced type. Of course, the 
committee will give you the opportunity to read your statement in 
its entirety, if you so desire. Otherwise, in the interest of saving time, 
if it is agreeable with you, the committee will be glad to permit you 
to let the statement go in the record, and then if you would like to you 
can discuss it extemporaneously and perhaps save time. I leave that 
in your judgment. 

I might state that the House is in session, as you know, and there is 
a strong likelihood that the committee might be adjourned peremp- 
torily by quorum call. So with that in mind, I leave it to your 
judgment as to whether to read the entire text of your statement, or 
to let. it go in the record and then, perhaps, discuss it informally. 

Mr. Srackx. Mr. Chairman, this statement of mine is relatively a 
large statement. The reason I put it single spaced was so that I could 
give some people copies of it in the mail without taking too much 
room. There are many points of this brief I would like to lay 
emphasis on that I think would be of interest to the committee. 

Mr. Witu1ams. You may proceed in your own way. I made that 
suggestion because I wanted you to know we might have to adjoum 
at any moment. 

Mr. Sracx. That is right. And if you have to adjourn, Mr. Chair- 
man, I will be glad to let the record remain at that, as is. 

Mr. Chairman, my name is Thomas Stack. I reside at 1104 West 
104th Place, Chicago, Ill. I am president of the National Railroad 
Pension Forum, Inc., an organization chartered under the laws of the 


State of Illinois as a nonprofit group to educate the railworkers of 
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this Nation on railroad retirement problems and to secure remedial 

action from Congress to insure their security and independence when 

they retire and to frame our Railroad Retirement Act in accordance 
ith their views. 

Se erinsaes. M ay Task you a question at that point ? 

Mr. Srack. Yes, sir. aN 

Mr. Wiutams. Do you have any knowledge of an organization 
known as Railroad Employees Clubs of America, Inc. ? ; 

Mr. Srack. Not under that name. We have lots of units that are 
connected with our group, but I do not recall that, unless it is in 

s City. an : 
oe I have what purports to be a publication of this 
organization here, and the person who gave it to me was under the 
impression that this was your group. Apparently it is not. 

Mr. Stack. I do not think so. 

Forum membership comprises union and nonunion employees of 
the railroads and the retired rails who have no other representation, 
and all of those who come under the Railroad Retirement Act and 
its jurisdiction. iad , 

The National Railroad Pension Forum, Inc., is without question 
the largest group in this field not influenced by management of the 
railroads, or the leaders of the various union crafts. 

We are nonpolitical and have membership on 331 railroads and 
affiliated bureaus which include the Pullman Co., Railway Express 
Agency, and the sleeping and dining caremployees. __ 

Every member of our group is a voluntary subscriber. There is 
no coercion used to obtain membership. Most of our members view 
us as the only protective committee they have which offers a hope to 
protect their rights and represent them under the Railroad Retire- 
ment Act, and they are unanimous in their views that only through this 
medium can they make known to Congress their wishes in connection 
with increasing benefits in accordance with their desires under our 
railroad retirement system. 

Although forum headquarters is in Chicago, Ill., we have some 
1,847 group leaders and active workers in the various railroad offices, 
major shops, terminals, and yards nationwide. Many of those leaders 
are elected by the workers to keep us informed as to their wants, and 
to lend counsel for the enactment of our program for the benefit of all 
rail workers. 

In this way our group comes in closer personal contact. with the 
employees, and we have our hand at all times on the pulse of the rail 
worker, thereby freely expressing their views to the various com- 
mittees of Congress. 

Almost 90 percent of our membership comprises members that are 
also members of the labor crafts, a little over 8 percent comprise 
retired workers who are beneficiaries under the railroad retirement 
system. 

All forum officers are veteran railroaders, with backgounds of long 
employment ; hence we can truthfully term ourselves and associates 
as a rank-and-file group. 

I had 38 years rail service behind me when I was drafted for the 
position I now hold in 1947, at which time certain changes were made 
m our Railroad Retirement Act that were ill advised and deemed 
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detrimental to the interests of the rail workers at large, who fe} 
they were being exploited by interests that could never qualify to 
represent them on this important topic. 

Under this atmosphere, the National Railroad Pension Forum, Ip 
was born, to be of service to rail employees. Committees of Con . 
and Members in both bodies are familiar with our activities ever gine 

We have many committees within our group, the most important 
of which is a platform committee. This comprises five members of 
our executive staff, four of which are today active rail workers, Not 
alone do they function in this capacity but their association with fel. 
low workers keeps them informed as to their needs. They viewed 
thousands of letters from members relative to different. changes jp 
our act and came up with a platform program that received the unani. 
mous support of our exectutive staff at our meeting last November and 
again with some minor amendments at our December meeting, and 
with this program before us we do not hesitate to support H.R. 3989 
which is really the voice of the rail worker. Congressman Bryan 
Dorn, the sponsor of this bill, is well acquainted with the desires of 
the rail workers, as he has four railroads merging on his hometown 
and has many good rail friends who depend on his efforts, 

I think it appropriate at this time to explain in detail the contents 
of this bill. It provides retirement at age 60 with 30 years of sery. 
ice of 35 years of service regardless of age. In the hearings befor 
this committee on August 4, 1958, Mr. Fox, of the AFL-CIO, cited 
a case of a rail employee who started as a shop apprentice when he was 
17 years old. He had completed 35 years of service, lost his job when 
his shop was closed under the late financial crisis on the rails. He was 
not old enough to demand his annuity and hence had to depend on 
returning to work, which was a remote vision at that time (you will 
find this story on p. 89 of the hearings referred to). This is just one 
of the many cases we have where a similar fate befell the employee, 
Female employees on the rails today can retire with 30 years rail 
service when they attain the age of 60 years. There should be no 
discrimination between sex. Both should be on a similar basis. 

Almost 2 years ago we had the general manager’s office of the New 
York Central Railroad at Cincinnati moved to Indianapolis, Ind. 
Those that could not or did not want to leave were out of work. Some 
however, did protect their jobs and commute on weekends back to 
Cincinnati while they actually stay in hotels at Indianapolis, Ind, 
and maintain their families and homes at Cincinnati, Ohio. This 
treatment is cruel for an employee up in years with many having # 
years’ service. Again we will have a similar occurrence at Wilmington, 
N.C., when the Atlantic Coast Line Railroad will move their general 
office to Jacksonville, Fla. ‘Those who are young enough can leave the 
service, whereas the oldtimers must protect their jobs and report at 
the new location. If the age of retirement was reduced to 60 with 
30 years of service, it would relieve such occasions as mentioned, and 
those are only two of many similar occasions where many jobs were 
abolished and employees were forced to report for work many mile 
away. So this legislation is a case of necessity and should be enacted 
in this Congress. 

H.R. 3289 carries another important provision, the elimination of 
the test period 1924-31 for service prior to January 1, 1937. This 
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entire period is prehistoric, and the earnings of that time have no 
relation whatever with our present high economy. Our request is 
reasonable to suggest using the 5 highest years in lieu of this period, 
similar to the pension system of your civil service employees. 

The use of this low earning period is a contributing factor to why 
we have today some 280,000 rails and their beneficiaries getting no 
more than social security benefits, despite the fact that our workers 
at all times paid at least three times more in taxes to protect their 
system than did their counterparts pay under social security. It 
might be well to recall that up to December 31, 1958, some 80,000 rails 
and their survivors under the guarantee provision of the Railroad Re- 
tirement Act were getting their benefits paid in full by social security, 
whereas effective January 1, 1959, with the small 7-percent increase 
in social security benefits, some 280,000 rails and their survivors were 
reverted to social security for their benefits. This involved 30,000 
retired rails, 90,000 spouses, and 160,000 widows, parents, and children. 
This clearly shows the inadequacy of our present act which needs im- 
mediate revision. | 

Before passing to another provision, I would like to refer you to 
the Railroad Retirement Board Monthly Review for December 1958, 

14, which shows that for the fiscal year 42,000 were awarded an- 
nuity and that some 9,800 of this number were qualified for disability 
annuity. This is almost one-fourth of the gross retirements; and, of 
course, all of those asking for annuity were under the retirement age, 
which at present is 65 years. However, the Board did not show a very 
important figure: the number of applications they had received that 
were disqualified because they could not meet the qualifications. We 
know that one has to be almost a stretcher case to qualify for dis- 
ability benefits under our act. The article further shows that half of 
those who qualified for disability were between the ages of 60 and 64 
years old. This is another reason why the present retirement limita- 
tion should be lowered. 

In this bill there is a proposal to increase the tax base to apply on 
a taxable salary of $400 a month, which would bring our act in con- 
formity with the social security basis which was extended January 1, 
1959, to apply on $4,800 per annum or $400 per month. This feature 
alone should help the finance obligation defined in the bill. 

In section 4 of this bill it provides a 10-percent increase across the 
board for those now retired and beneficiaries of the act, such as 
spouses and widows who are now drawing benefits. You need little 
comment from me on this feature. All of you know the present plight 
of our retired workers, who sustain many hardships to maintain them- 
selves in this high economy. Please remember that a retired man is 
unemployed, with additional expenses covering high medical care, a 

uisite that aged people are confronted with. 

will comment now on some of the good provisions carried in some 
of the bills under consideration. H.R. 218 embodies what all rail em- 
ployees desire. It carries the fundamentals of H.R. 3289 but freezes 
the tax rate at $350 per month. It has always been stated in the past 
that certain well-meaning bills were out of order because they did not 
provide finances necessary to fulfill the obligations of the bill. 

H.R. 219, sponsored by your colleague, Representative Poff, is a bill 
that merits special consideration. It covers the so-called last employer 
clause. A large group of our people are affected by the present pro- 
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vision on this feature in our act. I might add that this provisig 
was written into our 1934 act for the express purpose of preventi 7 
any railworker from holding two jobs. We had come out of a serioyg 
depression and we wanted to create more jobs for more workers, byt 
the situation today has changed in this respect, and under the present 
law our Retirement Board is exploiting this provision. Let me cite 
a specific case which should give you a good picture. I have the file 
on this case along, and authority to show it to anyone. 

Mr. A worked for a railroad, retired at age 70 years and qualified 
for an annuity which he received until he died last year. He was fop 
many years a secretary of a Masonic lodge. It was not a salaried job 
and his work may be considered a “labor of love.” As time went on, 
his fraternal group voted him a gratuity; sometimes it was $300 ee 
year, sometimes it was $400 per year. Mr. A signed the regulation 
document required by the Board that he had quit his last employer 
and also the railroad. When he died, his wife got survivor benefits 
of $56.20 per month. The Board, however, found out that her late 
husband held the job of secretary at his lodge and did receive some 
compensation. They investigated, stopped the widow’s check, wrote 
her that her late husband was not entitled to benefits because he did 
not quit his last employer other than a railroad when he received his 
annuity. They asked this woman to refund them $3,500 in payments 
made to her late husband in error, and gave lier the alternative of 
refunding this money or taking a reduced widow's benefits of $13.54 
each month. Here was a man who worked almost 50 years for a 
railroad and always felt that his family would be protected and a 
situation such as mentioned arrived. Surely his connection with a 
fraternal group should not be considered an offense that would war- 
rant such cruel treatment. This is one of many hundreds of cases we 
have on this provision. It is our view that it is immaterial to disquali- 
fy a retired railworker from working on some sideline, and the only 
disbarment that should be written into the act is that he did not work 
again for a railroad while drawing benefits under railroad retirement. 
If this bill is enacted into law, it will materially reduce the operating 
expenses of the Railroad Retirement Board, and give our retired 
people a chance to supplement their earnings after retirement. This 
is a Railroad Retirement Act, and should not go into the field of other 
enterprises. 

We had another specific case involving one woman who worked for 
one of our western carriers. She had part-time work as a public 
stenogranher in one of our hotels on Thursday evenings and on Satur- 
days. When her rail pension was awarded, she found it insufficient 
to maintain her living cost, and being a woman of advanced years, 
she had no alternative but to ask this hotel for a job, which she re- 
ceived. Later, with the integration between railroad retirement and 
social security, the Retirement Board found out that she worked for 
this same hotel while in the employ of the railroads, stopped her 
pension check, and demanded a refund of over $5,000. The result of 
the handling of this case resolved itself into a heart attack for this 
lady, which confined her to inactivity for several months. I would 
place considerable emphasis on this situation and ask that this House 
bill be enacted into law. 

H.R. 765, by your able colleague and member of this committee, 
Representative Friedel, is another fine bill, inasmuch as it proposes 
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to extend the earnings of survivors to $1,800 per annum ; the present 
limitation is that survivors cannot earn more than $100 per month, 
and it is very hard now on this class to limit themselves to $100 each 
month and on een ee provision they may lose benefits when 
ir earnings exceed this figure. 

OTR. 1055, by your able colleague and member of this committee, 
Representative Roberts, represents a minority group, covered by non- 
service connected disability awarded under the veterans organiza- 
tion, where single employees are restricted to income in excess of 
$1,400 per annum and married workers cannot exceed an income 
of $2,700. Many rails now have supplemental pensions, in which 
they contribute a percentage of their earnings in excess of $350 per 
month. When they retire they receive a supplemental pension and 
this added to their veterans’ pension check reaches $1,400 for single 
employees and $2,700 for married employees and some employees 
in the single bracket do not request veteran’s pensions on account 
of this provision. But all of those rail employees paid taxes un- 
der railroad retirement and hence should receive benefits under that 
act. So the Railroad Retirement Board in conference with the vet- 
erans’ group came to agreement on this class of employees, that a 
small amount of the residual lump sum, or taxes er in by such 
employee would be returned each month to the emp oyee and would 
not be considered income in connection with the nonservice disability 
under the veterans’ organization, but when the residual lump sum 
was used up, which comprises the taxes such employee paid into rail- 
road retirement, his benefits under that act ceased and the Railroad 
Retirement Board had discharged their obligation in full. We can 
give our full support to this measure. 

I will refer now to H.R. 977, sponsored by the second ranking 
man on this committee, Representative John Bell Williams, and co- 
sponsored by many Members of Congress. This bill proposes to 
eliminate the so-called dual restriction with reference to rail spouses. 
This is a case where wives of rail workers try to help the family 
budget, secure employment under industry covered by the social se- 
curity, and then when they reach the retirement age find that they 
can qualify for social security benefits, only to find that spouse’s 
benefits under railroad retirement is denied, as under the present 
law they are only entitled to the higher of the two, and in most 
cases this provision voids entirely their spouse benefits under rail- 
road retirement. We feel that they should be entitled to both bene- 
fits under our system. 

The law was changed some time ago permitting workers to work 
and qualify under social security and receive both benefits. It was 
later extended to apply to widows, but the spouse dual restriction 
still remains, and I might qualify this remark by advising that it 
is the only dual restriction now carried in our act, and should be 
remeved, 

Before commenting on H.R. 1012, I would like to leave this thought 
with you. The Railroad Retirement Board is a Government agency 
whose activities are controlled by Congress. Operation expenses of 
this Board have increased each year, despite the fact that 1958 saw 
a new low in railroad employment. I would refer you to the month- 
ly review of the Railroad Retirement Board for December 1958, 
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volume 19, No. 12, page 14, in which the Board expenses of opera. 
tion for the fiscal year for railroad retirement and unemployment 
insurance amoun to $17.4 million. What it will reach in the 
1959 fiscal year is anybody’s guess. 

In 1958 a new Safety Department was established at the Board 
with substantial salaries and. unlimited expense account, to dwell 
on a measure of safety that is well covered today by other agencies, 
The duties of this newly created department are to review Federal] 
and State laws, analyze available data on accidents, identify areas 
of special safety problems, visit scenes of accidents. They will cal] 
and interview railroads and labor groups, the Interstate and State 
Commerce Commissions, State utilities, public service and industrial 
commission boards, the Association of American Railroads, the Am- 
erican Short Line Association, the Bureau of Labor Statisties, the 
National Safety Council, insurance companies and other institutions 
interested in public safety. If this new department is allowed to 
thrive, it will materially affect the operation costs of the Railroad 
Retirement Board. The actuaries of the Retirement Board and the 
labor press have in the past created fear in even Members of Con- 
gress that our fund was operating at a deficit, but this question re- 
ceived no consideration when a new department of this mention was 
established. 

Our employees are critical of this move, as they know full well that 
our Retirement Board was established to disburse benefits under the 
act, and should not invade a field now well covered and foreign to 
their original concepts to create a bureaucracy at the Board at the 
expense of the rail industry and its employees. This is a very radical 
departure from the principles on which they were founded. 

I will now comment briefly on H.R. 1012, sponsored by our 
esteemed friend, your chairman, Representative Harris. This bill is 
a substitute for H.R. 4353, which was under considerable discussion 
in the last Congress. I vigorously opposed putting an unemployment 
measure in a retirement bill. This feature in the last session of Con- 
gress received the ire of the railroads on account of costs and should, 
In my opinion, come under a special bill sponsorship and does not 
come in the category of a retirement measure on account of the op- 
position from many sides. I am not reflecting on the merits of an 
unemployment feature, but I do not think it should be made a part 
of a retirement measure, and, of course, we know that it carries a 10- 
percent increase for those now retired. But this is only for the pur- 
pose of getting their support on the other measures carried in the 
bill; as the old saying goes, “A dying man will grasp any straw.” 

Ths bill starts out by indicating the age of retirement will be con- 
sidered at 60 with 30 years of service and qualifies this by adding 
restriction for reduction, similar as is carried today in the act. The 
rail workers as a whole know nothing about the bill and outside of 
the increase in benefits very little publicity or explanation has been 
forthcoming in the labor press. 

We favor page 2 of the bill, which allows spouses to retire at a re 
duced base on attaining the age of 62 years, as many wives today 
are younger than their rail husbands. This feature will correct a flaw 
that exists in the act. 
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We likewise support page 5, section 5, of the bill, as we have many 
members working for American railroads, paying in taxes under our 


Retirement Act, and yet when they die their widows are restricted to 


7 working days and not their earnings, as accorded the wives of rail 


-workers in the United States of America. I have contacted many in 


this class who have meager jobs as babysitting, student nurses, et 
cetera, but regardless of the compensation received, all they can work 
under the present law is 7 days; even 1 hour each day counts. We be- 
lieve they should be placed on the same basis as their counterpart. in 
the United States of America. Hence, we wholeheartedly support this 
feature. I would ask that a letter I received from Mr. F. K. Higgin- 
bottom, Queen’s Councilor in the Dominion of Canada, that appeared 
on page 286 of the March 1957 hearings before this committee be made 
a part of the official record of this hearing, as it very clearly shows the 
need for the change in this provision. 

Mr. DoLuincer (presiding). If you have a copy of that letter, you 
may insert it in the record at this point. Will you submit a copy to 
the stenographer, when the hearing 1s over? 

Mr. Strack. I surrendered the letter to the committee last year. 

Mr. Dotiincer. If you have a copy of the letter with you now, you 
may give it to the stenographer. 

Mr. Stack. I do not have a copy, but I will give it to the stenog- 
rapher. 

r. DottincEer. Submit it to the committee before we close the 
hearings, and it will be part of the record. 

Mr. Stack. Thank you very much. 

(The material referred to is as follows :) 


StncLair, GOODENOUGH, HigcinsotTromM & MCDONNELL, BARRISTERS AND SOLICITORS 


Toronto 1, CANADA, March 8, 1957. 
Re amendment to Railroad Retirement Act re working restrictions of Canadian 
widows. 


THOMAS STACK, Hsq., 
President, National Railroad Pension Forum Inc., 
Ambassador Hotel, Washington, D.C. 


Dear Mr. Stack: I have had an opportunity of seeing some of the corre- 
spondence between you and Mr. Robert S. Moore, of Toronto, and am pleased to 
note the efficient manner in which your pension forum has brought to the atten- 
tion of the Interstate and Foreign Commerce Committee the unjust situation 
which has developed for Canadian widows by reason of the application of certain 
provisions of the Railroad Retirement Act. 

I happen to have personal knowledge of the manner in which the present law 
works to the prejudice of Canadian survivors whose husbands had been em- 
‘ployed by American railroads. My father was the Canadian passenger agent for 
the Lehigh Valley Railroad for over 30 years. He lived for 5% years after his 
retirement. My stepmother, who married my father in 1923, is now in receipt 
of a pension of $65.70 per month which, obviously, without other help, would be 
entirely inadequate for her support. To supplement this income and so as to be 
engaged in worthwhile activity, she obtained part-time work in a doctor’s office. 
She was not immediately aware of the restrictions which prevented her from 
working more than 6 calendar days per month. In the aggregate she only worked 
a few hours per month but found when she reported the nature of her employ- 
ment that she would have to refund the payments received during the time she 
was working. 

The ridiculous effect of the present law is that even if a widow works for 1 
hour in 1 day and works for more than 6 such days, even though only for an 
hour or two, she is deemed to have worked for over 6 days. When this matter 
was drawn to my attention and the situation looked into I was, of course, amazed 
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that such a situation could exist and although in the case of my stepmother jt 
represented a hardship, it would be practically a denial of a pension for those 
unable to obtain assistance through other sources in order to obtain sufficient 
money to live. Since going into the matter with Mr. Moore, we have found 
many similar cases and we are quite sure there are many more that have not 
been brought to our attention, and it is obvious that so long as the present get 
remains, there will be increasing numbers of Canadian widows subjected to this 
unfair discrimination. 

Insofar as Canadian and American economies are concerned, there is no sig. 
nificant difference between the respective costs of living and wage scales, and 
any limitation of earnings should be the same. It is obvious that there are 
practically no jobs that a widow can obtain where she can only work 6 days per 
month. 

I would earnestly urge that this situation be changed forthwith. It would 
appear to serve no useful purpose to allow this to continue and make it necessary 
that appeals be made to the Canadian Government at Ottawa and to generally 
publicize this injustice throughout Canada, as I am sure that it was never 
intended by your American lawmakers that the act should work such unfair dis. 
crimination. I am sure that the good relations between Canada and the United 
States are such that this discrimination should not continue. The problem is, of 
course, aggravated by the fact that not only is there discrimination, but the 
regulations are such as to practically bar the Canadian widow from obtaining 
employment or can even have the effect of preventing her from enjoying the pen- 
sion to which her husband had contributed in the same manner and to the same 
extent as his American counterpart. 

If there is anything I can do to help the good work which you are doing, please 
let me know. This matter, although relatively small compared to many of the 
problems which concern the Interstate and Foreign Commerce Committee, is of 
great importance to the individuals now concerned and will be to many more in 
the future. 

Yours very truly, 
F. K. Hieatnrorrom. 

Mr. Srack. Of course, we are 100 percent behind the move to increase 
all rail pensions and annuities 10 percent across the board, and I might 
state that this provision is very urgent at this time as the condition of 
our retired rails is very tragic to compete with the high economy of 
today. 

While we will be glad to support increases in the tax base to $400 
per month base salary to bring railroad retirement in conformity with 
social security, which on January 1, 1959, raised their base to $4,800 
per annum or $400 per month. But our employees want realistic 
benefits, as defined in my remarks, and not fringe benefits which this 
bill provides. 

We are opposed to the rate increase to a gross of 1314 percent of 
taxable payroll effective January 1, 1959, and to reach a gross of 14% 
by January 1, 1962, coupled with added increases under the social 
security. 1 find no employee in favor of such additional taxation. 

While employment on the railroads has been somewhat curtailed 
during 1958, the Railroad Retirement Board has actually increased 
their help and offices and now have created a Department of Safety, 
‘overlapping many agencies, specialists in this field. We have $38 
billion cushion in the railroad retirement reserve, and I think you 
should have a good look into this feature before making any commit- 
ments for increases in the tax rate. 

Mr. Dotiincer. Mr. Stack, I did not want to interrupt you before, 
but I am going to do it now. 

You have mentioned twice the fact that the money for the safety 
study comes from the retirement fund. 


T 
bud 
Sect 
the 

ni 
Ca 
insu 
for : 

M 
wan 
that 
unel 

Y 

M 
men 
mig 
ture 
for 
und 
thar 
to 1 
diffe 
hav 
tire 
adv: 

I 
mitt 
yea 
I ca 
lade 
I th: 

T 

M 

M 

M 
thin 
the. 
you 
you 

M 
and 
take 
pens 
man 
euss 
ing, 

T 
sam 

T 
bon« 
mon 
feat: 


ht 
of 
of 


th 


tic 
vis 


of 
a) 
ial 


led 
sed 
ty, 
3.8 
rou 
Lit- 


re, 


RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 197 


Those facts are not so. I would like to point out to you that the 
budget for the fiscal year 1960 is $30,000 for the work of the Safety 
Section of the Railroad Retirement Board. This money comes from 
the Railroad Unemployment Insurance Act account, and not one 

nny comes from the retirement fund. 

Mr. Srack. Mr. Chairman, that shows you why the unemployment 
insurance today is going bankrupt, and they are down here asking 
for authority to get loans. ve 

Mr. DotiiNcer. I am not raising any point, Mr. Stack. I merely 
wanted to correct that statement. I thought you would want to know 
that the money does not come from the retirement fund, but from the 
unemployment fund. 

You may proceed, sir. ! 

Mr. Stack. While we are not directly involved with the unemploy- 
ment insurance, the cost of which is paid entirely by the carriers, I 
might point out to the committee that under the unemployment fea- 
ture contained in H.R. 1012, an unemployed rail would receive $205 
for each 28 days of unemployment, whereas the maximum benefits 
under railroad retirement is a maximum of $185 each month, and less 
than 1 percent get this figure on account of the low test period prior 
to 1937, to which we ask due consideration be given. There is no 
difference today between a retired rail and those unemployed. They 
have to pay the same amount for their provisions. In fact, the re- 
tired man has added expenses covering medical care on account of 
advanced years, which obligation is not manifest to the workers. 

I certainly appreciate the courtesy of appearing before this com- 
mittee. I do not know how long I can weather this task, as I was 68 
years old last November and each year is a milestone in my life and 
I can assure you gentlemen that there is no pleasure in climbing the 
ladder of time. But a winner never quits and a quitter never wins. 
I thank you. 

That completes my statement. 

Mr. Dotrincer. Any questions? 

Mr. Younger ? 

Mr. Younarr. Mr. Stack, apparently you have criticized every- 
thing pertaining to the operation of the railroad retirement except 
the income from their investments, which was the chief complaint that 
you had when you appeared before the committee before. Why do 
you leave that out this time? 

Mr. Stack. Well, there was a question about that, Mr. Younger, 
and I heard your question here the other day, which I assume was 
taken from Business Week, was it not, regarding this $33 billion in 
pension funds? Well, you will recall in that particular article that 
many methods of financing pension systems for employees were dis- 
cussed ; and the biggest holding is held by—well, not the biggest hold- 
ing, but the biggest disbursement, is held in common stock. 

The situation has fluctuated now so that no longer do we have the 
same situation that we had some years ago. 

The Retirement Board, under statutory requirements, cannot buy 
bonds on the open market, nor can they invest in funds covering com- 


mon stock. So that is one of the reasons why I left that particular 
feature out. 
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I thought that Congress was well versed on that, and that we have 
Government bonds today that are paying more than 3 percent that 
their money could be invested in and thereby gain more financial 
credits for the railroad retirement system. 

Mr. Youncer. Before, you will recall that you made the statement 
that there were certain tax exemption bonds which they could buy that 
would pay them more than 3 percent, some of them 4 and 5. T asked 
you at that time to give usa list. You never furnished any list. Dp 
you recall that incident ? 

Mr. Srack. I recall that incident. Relative to Government bonds, 
it was? 

Mr. Youncer. Tax exempt bonds. 

On page 5, you say that you favor the permission for women to 
retire at 62. Prior to that in the bill, you thought both men and women 
ought to be treated alike. Is that not true? 

Mr. Strack. That is true. 

Mr. Youncer. In that statement, you do not say anything there 
about allowing the men to retire at 62. That is on page 5. 

Mr. Stack. Weare asking for the men to retire at 60. 

Mr. Youncrr. Then why do you not ask for the women to retire 
at 60? Why don’t you keep it consistent ? 

Mr. Srackx. The women can retire at 60 today, with 30 years of 
service. It is the ones that have not 30 years that have to go beyond 
the 60 years. | 

Mr. Youneer. But you are advocating this particular feature of 
one bill. If we take your advocacy and accept it and put it in the 
bill, then we will have to deny the other thing that you asked for, 

Mr. Strack. Mr. Younger, that bill is not mine, that 1012, but there 
is a provision in that bill to allow the wives to get spouse benefits at 
age 62. The present age of retirement on the rails today is 65 years, 
so that when a man retires, if he has a wife that is 2 or 3 years younger 
than him, she cannot collect the spouse benefits until she reaches the 
age of 65. And I thought that that would be a good amendment 
to put in the bill. 

Mr. Youncer. I appreciate that; but why are you not honest with 
your statement, by saying that if you grant the right in this bill for 
retirement of the wife at 62, the same right ought to be granted to the 
husband? Because you have advocated it in your statement. 

Mr. Strack. Well, the law as it is today provides that a man can 
retire at the age of 60; but he would lose one one-hundred-eightieth 
of his benefits for each month he was under the age of 65, which means 
that a third of his pension would be lost. 

Mr. Youncer. You are begging the question. You know that you 
are inconsistent. In your whole statement you want equal benefits 
for the men and women, and then you come along and advocate that 
the committee insert into the bill, or that you approve a certain see: 
tion of the bill that is not consistent with what you are advocating. 
All I am asking is: Why are you not consistent all the way through! 

Mr. Strack. Mr. Younger, we are consistent. The wives can retire 
at 62 under this bill. They will lose one one-eightieth for each month 
they are under the age of 65 on their spouse benefit. The retired man 
can retire at the age of 60, if necessary, today, and he will lose one 
one-hundred-eightieth, also. 
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Mr: Younexrr. But that is different from 62. 

Mr. Stack. Well, he can retire at 62, then. 

Mr. Youncer. In regard to the operation and expense, you cannot 
tell too much about your organization here, the National Railroad 
Pension Forum. How many members do you have? 

Mr. Stack. Well, 2 years ago we had over 100,000. Last year our 
membership dropped quite a bit. We had some 18,000 that died, 
mostly retired people. Or perhaps the fact that Congress did not act 
might have killed them. And then we had quite a number that did 
not get; any benefits from the last Congress, and they felt there was 
no good in going along with a group where they could not get any 
benefits. So, according to the audit they made last year, we have 

bout 82,000. 
: Mr. Younars. About 82,000. And how much did they give you? 

Mr. Strack. A dollar. 

Mr. YouNcEr, $1 a year? 

Mr. rack. That is right. 

Mr. Youncer. What is the expense of your organization ? 

Mr. Stack. Well, we operated $7,000 in the red last year. 

Mr. Younecer. You operated in the red? 

Mr. Stack. We operated in the red to about $7,000. We had to call 
on our reserve funds in order to complete our cash. 

Mr. Youncer. And you are here as an expert advising us what to 
do, when you operated in the red ¢ 

‘Mr. Stack. We ae conditions throughout the country, if 
they reduce your membership. 

Mr. asada. Well, you are asking the Railroad Retirement Board 
to —— and — mee expenses to meet the needs. Why can’t you? 

Mr. Strack. We did. 

Mr. Youneer. And you operated in the red ? 

Mr. Stack. We still operated in the red. 

Mr. Youncer. But you could not cut enough? 

Mr. Stack. Technically we did not operate in the red, because we 
had a reserve fund that tided us over. 

Mr. Youncer. But you spent more money than you took in? 

Mr. Strack. That is right. 

Mr. Younerer. And yet you think you ought to advise the Railroad 
Retirement Board as to how they operate? 

Mr. Stack. We are operating ourselves all right, continuing to 
=—_. We operated last year in the red, but that was a very 
peculiar year. 

Mr. lend How many employees do you have? 

Mr. Stack. How many employees? Well, we have two girls and a 
boys and of course myself and our secretary. 

r. Youneer. You have 2 girls and 1 boy? 

‘Mr. Stack. And we have an editor of our pension newspaper. 

Mr. Youncer. You have 3 there and yourself is 4, and an editor of 
your paper, is 5. You have 5 employees? 

a Stack. That is right. And then we have some part-time em- 
ployees, too. 

Mr. Younger. How many of those? 

‘Mr, Sracx. Four or five. 
Mr. Youncer. What do they do? 
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Mr. Stack. They pack the Pension News. Our Pension News js 
the biggest item we have. It runs $1,400 every edition. 

Mr. Younger. I did not get that. 

Mr. Strack. Our Pension News runs about $1,400 for printing eae! 
edition. And we use the extra employees to pack that and get it a 
with prompt haste. 

Mr. Younger. So you have about 14 part-time employees? 

Mr. Strack. That is right. 

Mr. Youncer. So you have about 19 or 20 employees? 

Mr. Srack. Oh, no. We only have five regular employees, 

Mr. Youncer. Well, you have 5 regulars, and then you have 14 
half-time, which would be 7 full time. 

Mr. Stack. They are not half time. 

Mr. Youncer. So that is 12 employees you have. 

Mr. Strack. They might work for a week. They might work for 
5 days, something like that. 

Mr. Youncer. I am just taking your word. You said they were 
half-time employees. 

Mr. Srack. Part-time employees. 

Mr. Youncer. Part time? 

Mr. Stack. That is right. 

Mr. Youncer. You have probably what might be considered 10 
full-time employees, at least, do you not? 

Mr. Stack. No. We only have five regular employees. These other 
extra employees we only pay a dollar an hour, the minimum scale of 
wages. 

Mr. Youncer. You do observe the minimum wage, though? 

Mr. Strack. That is right. 

Mr. Youncer. I am interested in this angle of your approach, 
which has been strictly consistent, in the times that you have appeared. 
You have observed what is considered the fine political attitude of 
being for all appropriations and against all taxation. In other words, 

ou are advocating not only the benefits in 1012, but you are advoeat- 
ing all of the benefits in all of the other separate bills, but you are 
opposed to any increase in the tax. 

Mr. Strack. We are willing to increase the tax base to $400. 

Mr. Youncer. Yes, but you are not willing to increase the tax 
rate. 

Mr. Strack. We thought you should have a good long look at that 
feature before increasing the tax rate. 

Mr. Youncer. How do you mean, “a good look?” Have you not 
had a good look at it this last year? What have you been doing! | 

Mr. Sracx. No, we have a reserve there of $3.8 billion, and there is 
no railroadman wants this rate increased. If it has to be increased, 
they certainly want more than fringe benefits. 

Mr. Youncer. Have you consulted with any actuary to find out 
whether or not the tax should be increased ? 

Mr. Stack. No, outside of what we get from the Retirement Board. 

Mr. Youncer. You do not believe the actuary of the Retirement 
Board when he says that they would have to have an increase in the 
tax rate if the fund is maintained on an actuarial status? 

Mr. Srack. I assume they are all right, Of course, they are based 
on estimates. 


rate 


whi 
the 


of t 
, hav 





is 


h 
it 


r 


r 


f 


ly 


ae 


eo 


A 


RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 20] 


Mr. Youncer. They advocate it, and the actuary says that is true. 
He has told the committee that. He has told the Board that. Would 
you not take his word? Or have you an actuary that can go into the 

uestion and give us an actuarial appraisal that would be better? 

Mr. Stack. All you have is the Board actuaries, and you would 
have to be governed by what they would do. 

Mr. Youncer. If they say they need an increase in the tax rate, 
will you go along with that? 

Mr. Strack. Yes, provided we get the benefits we want. 

Mr. Youncer. They have already said that, as you know; but you 
advocate, here, that there be no increase in the tax rate. 

Mr. Stack. I think that it does not warrant it. 

Mr. Youncer. Why? What do you base that opinion on / 

Mr. Strack. Well, we have no practical experience in connection 
with this. It is all assumptions. This tax rate proposition is based 
over a period of 50 years, and none of us is going to be here 50 years, 
to know how wrong these fellows are. 

Mr. Youncer. Well, you just finished saying that you would be 
willing to take the actuary’s word for this. 

Mr. Stack. That is all we have got. 

Mr. Youneer. All right. That is what you have. And you said 
you would be willing to take his word. Now, why are you not willing 
to take his word ? 

Mr. Stack. I am willing to take his word. 

Mr. Youncer. Well, he has said that we have to have an increase 
in the tax rate. Then why do you advocate no increase in the tax 
rate? 

Mr. Strack. If they have to increase the tax rate, then let them go 
ahead and increase the tax rate. But then we certainly want what 
theemployees want. 

Mr. Youncer. You knew the recommendation before you made your 
testimony, Mr. Stack. 

Mr. Sracx. I know I did. 

Mr. Youncer. Then why did you not come along and say, “The 
actuaries advise us that the tax rate must be increased, and we agree 
with it.” Yousay now you agree with it. 

Mr. Stack. From a logical standpoint, the tax rate is proposed to 
go to 181% percent under this bill. That is going to be the highest 
taxing system in the country. You have got one now in California 
representing some aircraft where the tax rate is 614 percent. It is 
higher than railroad retirement. But this is going to be the highest 
tax in the country, this 1314 percent. And it does not look logical for 
the benefits that the employees receive. 

Mr. Younger. You know the reason for that, do you not? For that 
rate? Do you not agree with the reason ? 

Mr. Stack. The actuaries. 

Mr. Youncer. Well, look at all of the assumptions of liability 
which they took on in 1937; benefits that were never paid for during 
the working period. 

Mr. Sracx. You have read this article in Business Week, here. All 
of these other companies took on liabilities like that. And today they 

, have—for example, the Bell Telephone Co. They invested $2,800,000. 
They took on a liability of private service. All of these companies 
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that are establishing pensions, over 4,000 of them, now, have all taken 
over that liability. ‘That is nothing out of the ordinary. They are 
taking it over under railroad retirement, and they are using the years 
1924-31, which are entirely detrimental to the wage of today. 

Mr. Younger. Mr. Stack, you know just as well as you are Sitting 
there that that statement is not true. 

Mr. Strack. It is true. 

Mr. Youncer. It absolutely is not true. 

Mr. Stack. Point me out where it is not. 

Mr. Youncer. Because I belong to a pension system that did not 
dothat. We had to pay for all past service. 

Mr. Srack. You read this book, here. 

Mr. Younerr. I am not talking about that book. You made the 
statement that all pension systems assumed liability for past service 
that wasnot paid for. That was the statement you made. 

Mr. Stack. That is right. 

Mr. Youncer. That is an incorrect statement, and you know it. 

Mr. Srack. You might have isolated cases where it is not. 

Mr. Youncer. All right. Then why do you not say what you mean? 

You come before this committee every time, and you make statement 
after statement that you cannot verify in fact. Now, I hate to say that 
to you, Mr. Stack, but you have done that every time you have appeared 
before this committee. I told you that before when you were here, 
Now, why do you not make temperate, accurate statements when you 
come before the committee to give evidence ? 

That is the only thing Ihave. Mr. Chairman, I yield the floor. 

Mr. Doturncer. Are there any other questions ? 

That is all, Mr. Stack. 

Mr. Srack. Thank you, Mr. Chairman. 

Mr. Dotutncer. I note the presence of two of our colleagues, and we 


will be glad to hear the gentleman from New York, the Honorable 
Herbert Zelenko. 


STATEMENT OF HON. HERBERT ZELENKO, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. ZeLenxo. Mr. Chairman, I am pleased to have this opportunity 
to express my support of H.R. 2814, the bill I have introduced to 
amend the Railroad Retirement Act of 1937, the Railroad Retirement 
Tax Act, and the Railroad Unemployment Insurance Act, so as to 
provide increases in benefits, and for other purposes. 


My bill is one of many which have been introduced for the benefit’ 


of the conscientious railroad employees of our country. 

This legislation is vitally necessary for the welfare of these workers 
in order to permit them to live in comfort and dignity in accordance 
with our American standards. 
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I cannot stress too strongly the importance of this legislation and 
respectfully urge favorable action by this committee. 

Mr. Dottincer. We appreciate.your interest and testimony, Mr. 
Jelenko. Are there any questions? If not, thank you again, Mr. 
Zelenko. ; : ~ 

The next. witness is our colleague from New Jersey, the Honorable 


Frank Thompson, Jr. 


STATEMENT OF HON. FRANK THOMPSON, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW JERSEY 


Mr. Tompson. Mr. Chairman, I am glad to have this opportunity 
to present to the House Committee on Interstate and Foreign Com- 
merce my views on H.R. 1012, and similar legislation, and I want to 
urge this committee to favorably report to the House this measure or 
asimilar bill, which will help retired railroad workers. ' 

During extensive and comprehensive hearings the committee has 
had before it witnesses who have presented eloquently and, I believe, 
convincingly, a case for amending the Railroad Retirement Act. Ido 
not, therefore, find it necessary to review all of the reasons for amend- 
ment of this act whereby more equitable treatment will be provided for- 
so many fine Americans, who are finding it most difficult in these days 
of high living costs to maintain themselves and their families. These 
Americans are, in many instances, past the age of lucrative employ- 
ment in any field, yet their expenses continue to mount, and even the 
bare necessities are difficult to obtain. 

I feel obliged as the Representative of the Fourth Congressional 
District of New Jersey to bring to the attention of this committee some 
statistics pertinent to my own State, and to the Fourth Congressional 
District, which emphasize the need for amendment of the act and in- 
creased benefits to these citizens. I, therefore, incorporate in this 
statement a table on present benefits and proposed increases, as well 
as a table on the total benefits to retired annuitants in New Jersey. 

I believe that it can be clearly shown that an increase in the income 
of a considerable segment of the population in my State will have 
a beneficial effect on an economy which has been adversely affected by 
unemployment and a resultant recession. These retired workers, al- 
though receiving belated increases in benefits, will contribute con- 
siderably to the economic welfare of the whole State. 

Last session Congress increased retirement benefits for other groups, 
and I feel this assistance to railroad worker is long overdue. I be- 
lieve we have an obligation to them to bring their pensions, for which 
they gave a great many years of devoted service, in line with other 
— plans, and once again I urge this committee to report legis- 
ation to the House which will correct these inequities. 

I include herewith the informational tables mentioned above. 
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(The tables referred to follow :) 
Statistics—Year ending 1956-57 


New Jersey: Total money paid to retired annuitants: 





Se ONO ili napen sila cians tiem wtvadinmeewssmaniien ines $15, 557, 000 
Be Vie, BACE I ni regener nt wean nena pesennnces 4, 978, 000 
SE I a vnciaiininaisinnenenincettionaan enencniinceniginaeinnes Raheagherenmmn is 848, 000 
a I i aca ia So kin esd ata een  ereee cn ehred a eenmgscmtpeceabes 1, 180, 000 

Dass endian toenail arnold ces ear ely anise secant ad 7 22, 563, 000 


Total number of people in New Jersey receiving benefits : 





Railroad retirement annuitants, 12,400____.____.____-_____--____ $1, 256, 000 
INS GICAL IRIN, | CE cn csceenstngines arlene sip mmc tie timmeniia tempenanty 356, 000 
idl Bi aap de hss eben atndtbowedbatenwancoe ed 1, 612, 000 


Benefit year 1956-57 : 














Unemployment beneficiaries, 3,700_...-_.-__----__-------_-________ $243 
eee: WeOR Ee, BN ia cite organic meng campiate pa mnninetecmntiiae 415 
ee ry eer on ttt ee ‘aed Be: ————— 
Base-year compensation | Present Proposed | Base-year compensation | Present Proposed 
icine tel A tee atnnrneestetadliestel te pearreceBehahcoetbals i 
| | 
$500 to $699_........--.---| $4.00 $4. 50 || $2,200 to $2,499_____. _ $6. 50 $7.50 
See eee... .....,..-.- 4.00 5.00 || $2,500 to $2,799____-- | 7.00 8.00 
$750 to $999_..__._.___- 4. 50 5.00 |} $2,800 to $2,999_____--- 7.00 8 50 
$1,000 to $1,299... _-- 5. 00 5. 50 || $3,000 to $3,099... --. 7. 50 8.50 
$1,300 to $1,599. ---- 5. 50 6.00 || $3,100 to $3,499... 7. 50 9.0 
$1,600 to $1,899.......__-- 6. 00 6.50 || $3,500 to $3,999_...-_._- 8. 00 9.50 
$1,900 to $1,999....---- 6. 00 7.00 || $4,000 and over. -._.-.-.-- 8. 50 10.0 
$2,000 to $2,199_........-- 6. 50 7.00 | 


Mr. Dotiincer. Are there any questions? If not, we thank you, 
Mr. Thompson. 

Mr. Tuompson. Thank you, Mr. Chairman. 

Mr. Doxiincer. The committee will stand adjourned, subject to the 
call of the Chair. 

(Whereupon, at 3:30 p.m., the committee hearing was adjourned, 
subject to the call of the Chair.) 
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RAILROAD RETIREMENT AND RAILROAD UNEMPLOY- 
MENT INSURANCE ACT LEGISLATION 


MONDAY, FEBRUARY 16, 1959 


Houser or Representatives, 
CoMMITTEE ON INTERSTATE AND Foreign CoMMERCE, 
Washington, D.C. 

The committee met, pursuant to call, at 10 a.m., in room 1334, New 
House Office Building, Washington, D.C., Hon. Oren Harris (chair- 
man), presiding. 

The CHatrrMan. The committee will come to order. 

The committee meets this morning to continue hearings on various 
bills to amend the Railroad Retirement Act, the Railroad Retirement 
Tax Act, and the Railroad Unemployment Insurance Act. As was 
stated at. the outset of these hearings the week before last, there are a 
number of bills pending that would, in various ways, amend the 
retirement and unemployment insurance systems and we hope that 
today and tomorrow these hearings can be concluded. 

I make this announcement for the benefit of all those who are 
interested, because on Wedensday morning the committee will have 
an executive session on legislation before the committee in which 
hearings have already been closed. 

At the outset this morning, we are pleased to have one of our 
colleagues who is interested in this legislation, but before I recognize 
him I should like to recognize Mr. Avery, a member of the committee 
from Kansas, for a brief presentation. 


STATEMENT OF HON. WILLIAM H. AVERY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF KANSAS 


Mr. Avery. Thank you, Mr. Chairman. 

As I have.pointed up to this committee on previous occasions, 
Kansas citizens are quite well known for their ingenuity and this in- 
genuity takes form in a good many different means. This morning 
I would like to announce to the chairman and the committee and to 
persons interested in this legislation that in Atchison, Kans., the 
birthplace of the Atchison, Topeka & Santa Fe Railroad, there has 
been organized a Society for the Encouragement and Preservation of 
People Who Like To Ride on Trains, Especially Pullmans. The 
call letters of this organization very briefly are known as the 
SEPPWLRTEP, so when you see anybody carrying that insignia 
around, from now on you will know what is means. 

I will not impose further on the time of the committee, but I would 
just like to read briefly from a letter I received from the founder 
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of this organization, who is now chairman of the board, Mr, Pay} 
Allingham, and he says: 

Will you please tell Oren Harris of Arkansas that Julian Hernion, Arkangas 
Democrat, Little Rock, is acting as my southern distributor now. Also, Walter 


Rogers of Texas will be interested to know that the Pan Handle Santa Pe 
Railroad in Amarillo has just joined the cause. 


So, as a token and a gesture from this society, Mr. Chairman, I would 
like to ask the clerk to pass out an honorary membership in the 
SEPPWLRTEP to all members of the committee and certain other 
persons present and interested in this legislation. 

Thank you, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Avery. I am sure each 
member will be pleased to accept the courtesy of the membership in 
this very important organization. 

We are glad to welcome to the committee this morning our colleague 
from West Virginia, Mr. Bailey. Mr. Bailey has always manifested 
an interest in the railroad retirement and unemployment insurance 
programs, and we are glad to have you this morning, Mr. Bailey, to 
present your statement. : 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Bantry. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee: I introduced H.R. 
3440 on January 27, 1959. This is a companion bill to H.R. 1012, intro- 
duced previously by your distinguished chairman, Congressman 
Harris. 

Both bills would amend the Railroad Retirement Act of 1937, the 
Railroad Retirement Tax Act, and the Railroad Unemployment In- 
surance Act, so as to provide increase in benefits, and for other 
purposes. 

By reason of the very detailed and thorough explanation by Chair- 
man Harris covering the provisions of his bill on the opening day of 
the hearings, it will not be necessary for me to do so, as the bills are 
identical. However, I am in agreement with Congressman Harris 
that this legislation must be enacted into law at the earliest possible 
time in order that the increased annuities, pensions, and unemploy- 
ment benefits become available to the railroad people in West Virginia 
and to those railroaders throughout the length and breadth of bur 
land. 

Table A7, page 96, of the annual report of the Railroad Retirement 
Board for the year 1957 indicates that $13,926,000 of all types of 
benefits administered by the Railroad Retirement Board came into 
the State of West Virginia during the fiscal year 1956-57. Of this 
amount, $9,236,000 consisted of retirement benefits, $2,611,000 survivor 
benefits, $1,249,000 unemployment benefits, and $821,000 in sickness 
benefits. ~ 

I am sure all of you gentlemen are aware that West Virginia has 
been an area of high unemployment for some years. There are many 
factors that have contributed toward this solemn and discouraging 
condition. The railroads are sorely affected by the falling off of eal 
production due to the substitution of other fuels; the conversion to 
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diesel power; centralized traffic control; greater mechanization, espe- 
cially at terminals; the increased use of supercalculating and comput- 
ing machines and other managerial and technological changes have all 
made their contribution toward the growth of unemployment on the 
railroads. DT: Jy ; 
This is particularly evident in West Virginia. Unemployment 
will decline if traffic on the railroads increases, but some long-range 
ams now in use and being introduced greatly increase production 
and the movement of freight without a comparable increase in 
employment. 
here were 1,036,266 railroad employees in 1957, and the amount 
has been reduced to 831,117 during December 1958. This is a decline 
of more than 200,000 within a period of less than 2 years. 
At this time, Mr. Chairman, I would like to offer for insertion in 
the record a table showing that decline in railroad employees. 
(The table referred to follows:) 


Yearly figures, middle of month count on employment 








| Railroads, Railway Railroads, | Railway 





Years } class I Express Years class I Express 

carriers Agency carriers Agency 
SS ee ee 1, 326, 655 SURIT 10M Alcea se- 1, 103, 857 41, 611 
Ditkcececcscs ibe ieae 1, 277, 219 Op Sins bbtaireecsnocosannes 1, 093, 285 41, 760 
Meee 2. he. os Fhe 1, 256, 952 Pe Oi a Bid crcichnkpectennonrertins 1, 036, 264 37, 188 


SR ektsbine denn nccncense 1, 110, 783 oO OS 810, 675 |__- 


Mr. Batter. If the purchasing power of the people must be sus- 
tained, and it must be if they are to survive and live as decent Amer- 
ican citizens, the daily unemployment rate must be increased to as 
high as $10.20 for those who earned wages of $4,000 a year or more 
in the base year; Saturdays and Sunday must be considered days of 


unemployment; the first period of unemployment must provide 10 


days of unemployment pay instead of 7, and increased temporary and 
permanent periods of unemployment compensation must be provided. 

A great many of those being dumped into the bog of unemploy- 
men will now be protected by their railroad service. The route of 
return to railroad employment is being permanently blocked in many 
instances. These displaced people still clamor for food. 

I do not wish it to appear that I am unduly stressing the plight 
and needs of the unemployed railroad workers, but being from West 
Virginia I can realize their need as well as the need of the other 
mnemployed in my State. I know my colleague from West Virginia, 
the Honorable Harley O. Staggers, a valued member of this com- 
mittee, knows this to be true and that he and the other members 
of this committee realize the plight of all these good people, and 
knowing it, will take prompt action to improve their condition by re- 
porting favorably on this needed legislation. 

Mr. Chairman, I feel I would be remiss in my duty if I did not call 
the attention of your committee to the huge savings that have ac- 
crued to railroad management by reason of the reduction of the tax 
rate the carriers were required to pay into the unemployment insur- 


ance system. This, Mr. Chairman, has reached a staggering total of 
$1.1 billion. 
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I would like at this time to offer for insertion in the record a table 
showing the benefits and savings that have accrued to railroad map. 
agement by reason of this change in the rate of pay required from the 
carriers. 


(The table referred to follows :) 


Savines Rariroaps Have MADE SINCE 1948 RepUCTION OF THE OrIGINar 2 
PERCENT TAX RATE FOR THE RAILROAD UNEMPLOYMENT INSURANCE Syspey 
Tor $1.1 BILLIoNn 


In 1948 the tax paid by the railroads under the Railroad Unemployment [p. 
surance Act was reduced from the original 3 percent of taxable payroll to y 
rate ranging from one-half of 1 percent to a maximum of 3 percent, depending 
upon the balance in the railroad unemployment insurance account. Under this 
amendment, the railroads have saved over $1.1 billion from the amount they 
would have paid into the fund had the tax of 3 percent set in the original Rail. 
road Unemployment Insurance Act been continued throughout this period. 
The following table, compiled by the RLEA from official figures supplied by the 
Railroad Retirement Board, shows how this savings has come about. 


Taxable payroll and accrued contributions under the Railroad Unemployment 
Insurance Act, at actual rates and at 3 percent, calendar years 1948-58, and 
savings to railroads resulting from the reduced rates established 1948 











| 
Accrued contributions | 
Taxable {| __ ______| Savings to 
Year Rate payroll | | railroads 
| Atactual | At 3 percent 
} { rates rate 
| | 
Percent| Thousands | Thousands | Thousands | Thousands 
SSS See js aol 0.5 | $4,952,000 $24, 760 $148, 560 $123, 800 
Ba wth cdedsittcsa : -5 4, 609, 000 | 23, 045 138, 270 | 115, 225 
eo cis 5 4, 704, 000 | 23, 520 | 141, 120 | 117, 600 
1951... .-- -5 5, 111, 000 | 25, 555 | 153, 330 | 127, 7% 
1952... 5 5, 046, 000 | 25, 230 151, 380 | 126, 150 
1953_.. -5 4, 989, 000 | 24, 945 | 149, 670 | 124, 725 
ee 5 4, 707,000 | 23, 535 | 141, 210 | 117,675 
1955. _ -5 | 4,925,000 | 24, 625 | 147, 750 | 123, 125 
1956__ - } 1.5 5, 060, 000 | 75, 900 | 151, 800 | 75, 900 
1957... ladies soniye , ; 2.0 4, 860, 000 97, 200 145, 800 48, 600 
1958 (estimated). 4, 200, 000 | 105, 000 | 126, 000 | 21; 000 
nse 
acid telcos dsecnalSaneniicinigactntaceimmadtic&acats bndl 53, 163, 000 473, 315 1, 594, 890 1, 121, 575 
| | 








Mr. Barter. In conclusion, Mr. Chairman, may I remind the com- 
mittee that these same railway employees asked for a substantial 
increase in their railroad retirement pay in 1956.. I was present as 
a witness and listened to the discussions. 

There was some fear that the increase requested would jeopardize 
the reserves in the retirement fund. There was also a difference in 
the audit as to the condition of this fund as shown by auditors rep- 
resenting the Railroad Retirement Board and the several unions 
making the request for increased pay. 

The committee at that time, Mr. Chairman, approved a part of the 
increase requested and arranged for an independent audit of the 
fund. This, when made, I am reliably informed, indicated the full 
increase requested by the railroad workers could have been paid at 
that time. 

I mention this fact particularly to drive home the point that an 
adjustment to these groups of workers is long past due. I urge your 
committee to take prompt and favorable action on this request. 

Thank you, Mr. Chairman. 
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The Cuarrman. Thank you, Mr. Bailey. We are very glad to 
have your statement and you may include the insertions referred to 
with your statement. — | 

Are there any questions, Mr. Younger? 

Mr. Youncer. Mr. Bailey, If I understand the unemployment fea- 
ture of this bill, it differs from the State unemployment. I am inter- 
ested to find out what you think are the reasons why railroad em- 
ployees should have a different’ unemployment-insurance compensa- 
tion than the miners, for instance. 

Mr. Barter. Well, I would like to say to the gentleman that affairs 
of the carriers and the unions that work in the railroad industry have 
always been administered under the Railroad Retirement Act. They 
are quite different from most of our other procedures in handling the 
compensation, particularly different, of course, from our State com- 
pensation ; but they are part of the act and I do not think that there 
can be any arguments that would justify handling them in any other 
way than the way in which they are being handled at the present 
time, if I understand your question right. 

Mr. Youncer. I am talking about the awards for unemployment. 
What are the reasons why an unemployed railroad employee should 
have greater compensation than a mine employee or any other em- 
ployee ? , 

Mr. Batty. The gentleman must remember that you are talking 
now and we are dealing now with a trust fund. It is money that 
belongs to the railroad workers as well as the companies that are 
paying into the railroad retirement fund. 

Mr. Youncer. The employees do not pay anything into this fund. 
The railroads contribute the entire amount, as you know, Mr. Bailey. 

Mr. Bartxy. That is true. 

Mr. Youncer. So that there is no such argument as compared with 
the retirement fund. 

Mr. Barry. Your question is directed then, at other compensa- 
tions where the worker is a contributor to the fund? 

Mr. Youncer. No; I am just wondering, and there is nothing in 
the hearings so far that I know of that is conclusive as to why an 
unemployed railroad worker should receive proportionately a higher 
unemployment compensation than your miner or any other unem- 
ployed worker. 

I am interested in getting some evidence in the file on that. 

Mr. Battxy. Frankly, I never gave any serious thought to the reason. 
There is a considerable bit of danger and possibly you could predicate 
their need for increased retiremeat pay on that. 

Mr. Younger. I am not talking about retirement. That has noth- 
ingtodo with it. Iam talking about the unemployment feature of the 
bill. 

Mr. Barry. Frankly, I am not in a position to answer it. 

I would say to the gentleman that over the weekend it was my 

leasure to read the rather extended statement of George M. Harrison 

fore the Senate committee. He has not been before your committee. 
Tam sure that most of the questions, and particularly this question you 
have raised, has been thoroughly covered in Mr. Harrison’s testimony. 

Mr. Youncer. That is all, Mr. Chairman. 

The Cuamman. Thank you very much, Mr. Bailey. 
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At this time we will have a statement from our colleague, Hoy 
Bruce Alger. Mr. Alger, we are happy to have you back with the 
committee, where you served with such distinction. 


STATEMENT OF HON. BRUCE ALGER, A REPRESENTATIVE I 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Aueer. Thank you, Mr. Chairman. It is nice to be here, 

Mr. Chairman and members of the committee, I appreciate very 
much the opportunity to make a few personal remarks and obseryg. 
tions on the legislation to amend the Railroad Retirement Act and the 
Railroad Unemployment Insurance Act now being considered by the 
committee. While many such bills are before the committee, the prin. 
cipal emphasis has been on the chairman’s bill, H.R. 1012, so I yil] 
direct my statement to that bill. 

There is no need for me to go into a detailed explanation of the 
provisions of this bill. You have already heard about that from pre. 
ceding witnesses. I just want to bring a few facts into focus. 

Everyone will admit that the railroad retirement system is far 
superior to the social security system. The present maximum benefit 
payable to a retired railroad worker is $185.60 per month compared to 
a maximum of $116 fora social security worker. Without any further 
changes in the Railroad Retirement Act, the maximum benefit for 4 
retired railroad worker will be $205 a month 10 years hence, and $274 
a month 20 years hence. The maximum benefit payable to a social 
security worker under existing law 20 years hence will be only $195, 
Hence the retired railroad worker will get more than twice as much 
as the social security worker. 

Why should we again amend the Railroad Retirement Act to further 
enlarge this spread between the railroad and social security retirement 
systems? Why single out the railroad employee above all other en- 
ployees in industry generally? I personally can’t see any good reason 

or doing so. 

People will say: “The railroad worker pays more taxes toward 
retirement than the social security worker and therefore he should get 
more.” My answer to that is that the railroad worker is already get- 
ting much more than his fellow worker in other industries. And the 
railroad worker should pay more not only because his benefits are 
higher but also because railroad workers constitute a higher age group 
than employees in other industries and it therefore costs more to 
insure them. 

People will also say: “Social security employees have supplementary 
pension plans.” My answer is, many railroads also have supplemen- 
tary pension plans. And if these plans are not satisfactory to the 
employees, let them bargain with the railroads for improved plans 
instead of coming to the Federal Government for help every year or 
two. 

Mr. Chairman, my biggest objection to this legislation is the cost 
involved. Mr. Loomis, the president of the Association of American 
Railroads, has stated that the cost of the taxes to be imposed upon the 
railroads upon the enactment of H.R. 1012 would be $102 million per 
year immediately, and $228 million eventually. 
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That the industry can afford to pay these amounts out of current 
revenues is extremely doubtful. If this legislation is enacted, they 
will have to go before the Interstate Commerce Commission and ask 
for an immediate increase in freight rates and passenger fares. I am 
certain of that. And I am also certain that the Commission will have 
to grant them some increases in rates and fares. Cag. 

The net result will be that any tax increase which you will impose 
on the carriers by this legislation will ultimately be passed on, in 
whole or in part, to railroad shippers and passengers. Eventually, the 
general public will have to pay for it in the form of higher prices for 

oods and services. And that means the Federal Government too, 
Cr ibe it is the largest shipper in the United States. Again, you 
will hurt the railroad industry by further pricing them out of the 
market with respect to certain freight and passenger service. You 
will cause a diversion of traffic from the rails to other modes of trans- 

ortation. The aid given to the railroad industry by the Transporta- 
tion Act of 1958 will be largely vitiated. 

I appreciate this opportunity to appear before you, and to pose 
these few thoughts which I’m confident will be fully considered as you 
work on this bill in committee. 

The CuarmMan. We appreciate your testimony, Mr. Alger. 

Mr. Acer. Thank you, Mr. Chairman. 

The CHarmrMan. At this time, we will hear Mr. Dan P. Loomis, 
president of the Association of American Railroads. 


STATEMENT OF DANIEL P. LOOMIS, PRESIDENT, ASSOCIATION OF 
AMERICAN RAILROADS 


Mr. Loomis. Mr. Chairman and gentlemen of the committee, my 
name is Daniel P. Loomis. I am president of the Association of 
American Railroads with headquarters at Washington, D.C. 

I appear here on behalf of the member lines of the Association of 
American Railroads to oppose enactment of H.R. 1012 in its present 
form. Just last August I appeared before this committee in opposi- 
tion to H.R. 4353 which also proposed similar unwarranted amend- 
ments to the Railroad Retirement and Unemployment Insurance Acts, 
and I showed that it was bad legislation for the railroads, bad for the 
employees, bad for the national economy, bad for the shippers and 
travelers, and bad for the national defense, 

At the beginning of the hearings on February 3, the chairman 
described the bill in detail, and it will not be my purpose to comment 
on the bill, section by section. However, I would like to point briefly 
to some of the more important aspects of H.R. 1012. All annuities 
under the retirement system would be increased by 10 percent and 
benefits under the unemployment system from 8 percent to 25 percent 
with a general advance of 20 percent. The period of time over which 
a railroad worker could receive unemployment benefits would be 
extended for as long as 26 weeks in each benefit year beyond the period 
provided for at the present time. The bill would increase the tax rate 
paid for retirement by employers and employees each from the present 
614 percent to 63, percent on January 1, 1959. 

In addition, the retirement tax rate would go to 714 percent on 
January 1, 1962, and in a number of steps would eventually reach 9 
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percent on January 1, 1949. The unemployment insurance tax rate 
which is now 3 percent, and is paid entirely by the employer, would 
be increased to 314 percent. 

Both the new retirement tax rate and the unemployment tax rate 
would be applied to $400 a month of employee earnings rather thay 
$350 of such earnings, the present base. 

These retirement and unemployment tax changes would impose op 
the railroads immediate payroll tax increases of $102 million per year, 
and when the future changes have taken place the additional annua] 
taxes will total $228 million. 

I should add that if the bill were amended to increase the unemploy. 
ment tax to 4 percent, as has been suggested by two members of the 
Railroad Retirement Board and the witness for the Railway Labor 
Executives’ Association, the immediate additional taxes would become 
$130 million per year, and the future additional annual taxes assessed 
against the railroads would total $256 million. 

There is no justification to provide increased retirement benefits to 
the extent proposed in H.R. 1012 when the railroad system is already 
far more generous than even the recently amended Social Security Act 
which covers workers in other industries, including the railroads’ com- 
petitors. There is also no justification to increase benefits payable 
under the railroad unemployment insurance system—a system already 
far more liberal than:the State.systems applicable to workers in other 
industries. 

That the railroads are not in a position to assume unwarranted 
increases in operating costs is well known to most members of this 
committee. Such a fact was fully developed by the Subcommittee on 
Transportation and Communications of the House Committee on 
Interstate and Foreign Commerce in hearings less than 1 year ago, 
Legislation enacted by the Congress following those hearings is hope- 
fully expected in the long run to provide assistance to the railroads 
in working toward solution of their problems, but that legislation has 
not removed or even lessened the continuing need for avoiding extray- 
agant expenditures of railroad funds. 

Two major factors adversely affecting the railroads are competition 
and inflation. Diversion of traffic from the railroads to their growing 
competitors, higher wage and material costs, and expanded fringe 
benefits for their employees represent opposing economic pressures of 
such magnitude that the result has been a serious decline in railroad 
profits. The railroads have failed to participate in the prosperity 
enjoyed by other industries since World War II. 

Intercity freight traffic in the United States has been on the rise, 
with only brief, occasional interruptions in the trend, for the past 2 
years. Railroads have, in some years, participated in this trafic 
growth, but since 1947 railroads have experienced a decline in their 
freight traffic, while other forms of transportation have shown sharp 
increases. Thus, the railroad share of total intercity ton-miles has 
declined, as shown in table I. 

Mr. Chairman, may I ask that table I be copied into the record? 

The Cuarrman. Let it be included. 
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(Table I isas follows :) 


TABLE I1.—Percentage distribution of intercity ton-miles 














Year Railroads | Motor Great Rivers and | Oil pipe- Total 
trucks Lakes canals lines 

74.9 | 3.3 16.0 | 1.4 4.4 | 100 
es 61.3 | 10.0 15.5 3.6 9.6 100 
198.-------" . al 71.3 | 5.5 11.2 2.5 | 9.5 100 
canes ~*~" 65.3 | 10.0 11.0 3.4 | 10.3 100 
er 46.3 | 19.3 | 8.7 8.5 | 7.2 100 
1957..--------- | 








Mr. Loomis. Whereas railroads handled n early three-fourths of the 
freight traffic in 1929, they handled less than 47 percent of the total 
in 1957. For 1958 it is estimated that the railroad proportion was less 
than 46 percent. For every year since 1943, the peak year for the 
railroads since 1929, the proportion of intercity ton-miles handled 
bv the railroads has shown a decline under the preceding year. 

“The greatest relative gains were made by motor carriers and by 
operators on the inland waterways, whose rights-of-way are provided 
for them by the public. 

Passenger traffic has also left the rails, as travel by bus, airplane, 
and private automobiles—again on public rights-of-way—has in- 
creased ‘by leaps and bounds. Distribution of intercity passenger- 
miles among the commercial carriers is shown in table IT. 

May I again ask that that table be included in the record? 

The CHatrMan. That will be included. 

(The table referred to follows :) 


Taste Il.—Percentage distribution of intercity passenger-miles (excluding 
private automobiles) 


| 
Electric 


| 
Year Railroads Buses | Aircarriers| railways Total 
i and inland 
waterways 
1929... .. { 70.7 | 15.4 | 13.9 100.0 
1941. ' 62.7 | 27.9 3.0 | 6.4 100.0 
MRL Ge = non 74.2 | 20.8 | 1.7 3.3 100.0 
a Daven 58.5 | 30.4 7.8 3.3 100.0 
| eee 31.8) | 30.7 34.7 2.8 100.0 








Mr. Loomis. For every year since 1944, the proportion of commer- 
cial intercity passenger-miles handled by the railroads has shown a 
decline under the preceding year. 

Air is the only form of commercial passenger transportation that 
has shown a significant increase in its share in the period since World 
War IT, and that form of transportation enjoys substantial subsidies. 

Even more significant than the shift in ton-miles and passenger- 
miles has been the shift in revenues from the railroads to their princi- 
palcompetitors. This situation is set forth in table ITT. 

I would like to ask that that be copied into the record. 

The Cuamrman. That will be included in the record. 
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(Table ITT is as follows:) 


TABLE III.—Ratio of truck and airline traffic and revenues to railroad traffic ang 
revenues (excluding unregulated carriers) 


[In percent] 














Ratio of truck to rail | Ratio of air to rail 
Year ua : 

Ton-miles Freight | Passenger- | Passenger 

revenue | miles revenues 
a -|_—_—_____——_|— ta 
Si icelapdtdd eden sh ior ehisiseiainlewrme vincntinwh aamecuraaanlal 5.5 21. 4 4.4 12.8 
Bh chen pedeneconebeieres}tcepser seees=benddan 11.1 41.1 25. 2 54.6 
BE rane p cg eipcumennicdoneessqyee—>anaciimnsamae 13.5 66.8 97.8 182.3 





Mr. Loomis. You will notice that the ratio of trucks to rail hag jn. 
creased from 21.4 percent on freight revenue in 1940 to 56.8 percent 
in 1957, and that in the ratio of air to rail the passenger revenues 
have increased from 12.8 percent in 1940 to 182.3 percent in 1957, 

Data for trucks in table III cover only that portion of the motor 
carriers which is subject to ICC regulation. Since such carriers ae- 
count for about one-third of all truck ton-miles, it is apparent that 
the total revenue value of all trucking substantially exceeds the freight 
revenues of the railroads. Air travel by other than the scheduled 
domestic airlines is also excluded from table ITT. 

The significance of table III is that in 1957 the ratio of truck 
revenue to rail revenue was more than four times as great as the truck 
to rail ratio based on ton-miles. Similarly, the air-to-rail ratio was 
about twice as great on a revenue basis as on a passenger-mile basis. 
The reason, of course, is that while railroads must carry all kinds of 
traffic, the trucks concentrate on the more lucrative, high-rated 
freight, and the airlines attract the higher fare first-class travel and 
the more profitable longer hauls. This has a severe impact on the 
profit margin of the railroads. 

During the period in which railroads have been subjected to the 
pressures of growing competition which has been abetted in part by 
Government aids, they have also felt the impact of inflationary forces 
on their unit costs of operation. 

As members of this committee know, the railroads in late 1956 
executed agreements with their employees extending over a 3-year 
period to October 31,1959. In addition to wage increases made effec- 
tive November 1, 1956, the agreements provided for increases in wage 
rates of 7 cents per hour on November 1, 1957, and again on November 
1, 1958, plus adjustments in wage rates tied to changes in the cost of 
living. The substantial annual increases in wage costs, including 
fringe benefits, which the railroads have had to assume since Novem- 
ber 1, 1956, are set out in table IV. 

I would like to have that copied into the record, if you please. 

The CuatrmMan. That will be included. 
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(The table referred to follows :) 


TABLE I1V.—Increased wage costs since Nov. 1, 1956 


[Based on estimated 1958 service hours] 











A Settle sate he te 15ST 
| 
Date | Item Annual cost 

Nov. 1,1956 | Increase Os TAD Comte per oe}. iii esl sis en LA | $264, 200, 000 
Jan. 1, 1957 | Increase in ache eh A | ES Ee ae ae ee ee i 19, 600, 600 
May 1, 1957 Cost-of-living increase (3 cents)3_-_-_-_- ppliscunnunsuleaeaamidmpasce tered 62, 500, 000 
Nov. 1,1957 | Contract increase (7 cents) and cost-of-living increase (5 cents)?_--_._..---.- 251, 500, 000 
Jan. 1,1958 Increase in payroll tax rate (0.5-percent) ...........--...-..-.--. Saetnsaterniesene pati } 19, 600, 000 
May 1, 1958; Cost-of-living increase (4 cents)?---.-.....---.-.------.-----..-------------- 82, 300, 000 
Nov. 1, 1958 Contract increase (7 cents) and cost-of-living increase (1 cent)?_..........._- 167, 200, 000 
Jan. 11,1959 | Increase in payroll tax rate (0.5 percent) --.---__- Sovcavheeiae wesaanseebot de 19, 600, 00 

I eee 886, 500, 000 





‘ Includes increased health and welfare benefits and payroll tax on wage increases. 
2 Includes payroll tax on wage increases. 


This means that if the service hours performed in 1959 equal those performed 
in 1958, the labor cost to the railroads will be in 1959 $886,500,000 greater than 
they would have been for the same hours under the rates in effect on October 31, 
1956, just a little over 2 years ago. 

Mr. Loomis. Thus, since November 1, 1956, the railroads have expe- 
rienced increased wage costs of $886 million per annum. About 
699,300,000 of that total increase in wage costs was fully reflected in 
operating expenses for 1958; the additional $187 million will be fully 
reflected in 1959. The proposed legislation before this committee 
would add another $102 million for 1959, increasing to $228 million 
per annum in 1969. An increase of the unemployment payroll tax 
rate to 4 percent would make these additional taxes $130 million in 
1959, increasing to $256 million in 1969. 

Table V sets forth the retirement and unemployment benefit costs 
to a railroad employer as compared to such costs for other employers, 
including railroad competitors, who are subject to the Social Security 
Act and State poe insurance laws. 

May I ask that table V also be copied into the record ? 

The Cuarrman. It will be neltvded in the record at this point. 

(The table referred to follows :) 


TaBLE V.—Compdarative employer costs.under statutory retirement and un- 
employment plans for employees working 40 hours per week and earning $4,800 
per year in 1959 





Railroad employers Other 

_....| employers 
(Social Se- 

Present law | H.R.1012 | curity Act) 











Ss oll, atesaginn as cncinaddanndeinamnebmmnetete $262. 50 $324 $120. 00 
Eo ninbeaitiebios ahikcon se liiandainendideeemiiined 126. 00 168 1 48. 32 
eee eC Fi oe 388. 50 492 168. 32 
Cents per hour (2,080 hours): 
I Shoe mm acichiminenh wadiaiinaaameanh 12.6 15.6 5.8 
POON. iii ntininnagutiewdegsgbewwobnueceys 6.1 8.1 2.3 
Miia cel lasipeteasanase 18.7 23.7 8.1 





1 Based on weighted average wage base of $3,020 and average of 1.6 percent (including Federal tax of 0.3 
percent) under State systems as of Jan. 31, 1958. 
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Mr. Loomis. For an employee working 40 hours per week and earn. 
ing $4,800 per year, the ratlroad employer, under the present law, now 
pays a total tax for retirement and unemployment purposes of $388.59 
per year, or 18.7 cents per hour. H.R. 1012 would immediately jp. 
crease the annual railroad tax to $492 for such employee, and the tax 
would gradually increase to a total of $600 for such employee by 1969, 

If the tax rate for unemployment benefits, paid entirely by the 
railroads, should be raised to 4 percent instead of 31% percent as speci- 
fied in H.R. 1012, the annual tax per full-time employee would become 
$192 per annum instead of $168 as shown in table V. That appears 
opposite the heading for “Unemployment.” 

The total cost for retirement and unemployment would become $516 
per employee per year, instead of the figure of $492 shown. 

At the present time, railroad retirement and unemployment taxes 
are equivalent to 18.7 cents per straight-time hour in contrast. with 
8.1 cents per hour for other employers. If H.R. 1012 becomes law, 
the cost for railroad employers will immediately increase to 23.7 cents 
per hour. If the unemployment tax rate were raised to 4 percent, it 
would raise the immediate equivalent cost to 24.8 cents per hour. Ip 
1969 it would become 28.8 cents per hour under H.R. 1012. 

It should also be pointed out that the employee himself will have to 
contribute an equal amount to the retirement fund, $324 in 1959, scaled 
upward to $432 in 1969 and thereafter if H.R. 1012 becomes law. 

All groups of railroad employees have participated in the increases 
in wage rates and fringe benefits which have already added so heavily 
to railroad-unit costs. As the inevitable result of the coincidence of 
increased unit costs and decreased revenues, a sharp reduction in rail- 
road employment has occurred. 

Railroad employment in 1958 was the lowest reported for the past 
60 years. Average 1958 employment was about 20 percent below that 
of 1955 and 15 percent below that of 1957. The reduction in employ- 
ment since 1945 is shown in table VI. 

May I ask that that be copied into the record ? 

The Cuatrman. That will be received. 

(The table referred to follows :) 


TABLE VI.— Average number of employees, class I railroads, 1945, 1950, and 1955-68 


Number. of 
Year: employees 

DME ys iE Lo eae 2 oaNt aa, Dhl a thee ahha Sa a eee 
NE TRE STS a Sg a he cee oe aegis 1, 220, 784 
Er teen nS! > we arora AE ee __. 1, 058, 216 
Ree RT 22S rd Sie tn eee wawecubecoe 1, 042, 664 
NTE eee a ee ie. oe a 986, 001 
NUM aak in SS ee es oO LO os eee 840, 100 


Mr. Loomis. You will note that since 1945 on a preliminary esti- 
mate for 1958 the decline in employment has amounted to 580,000 in 
round figures. 

The curtailment of employment which has resulted from the squeeze 
on railroad earnings has been especially pronounced among mainte- 
nanee personnel. 

During just the past 2 years of increasing costs and declining reve- 
nues, railroads have reduced their employment in the maintenance 
categories by about 110,000 employees, or more than one-fourth. 
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Mach work which must eventually be done has been deferred, includ- 
ing both maintenance and capital improvements. Railroads gave 
heavy repairs to only 178,000 freight cars in 1958, a decrease of 32 

ercent under the total of 261,000 cars repaired in 195% and 41 per- 
cent under the total of 301,000 repaired in 1956. Freight cars not in 
service and awaiting repair at the beginning of 1959 amounted to 8.6 
ercent of total freight car ownership, compared with less than 4 

reent 2 years ago; and the number of serviceable cars has declined 
so rapidly in the past year that concern has been expressed about the 
railroads’ ability to meet any sudden upsurge in trafic. ; 

Freight car supply was adversely affected also by curtailment of 
capital expenditures in 1958, and that curtailment has carried over 
into 1959. Class I railroads installed only 39,000 new freight cars 
last year, less than two-thirds of the number required to offset retire- 
ments, and had only 30,000 new cars on order at the beginning of 
1959. Freight car ownership declined by nearly 21,000 cars in 1958, 
and this decline together with the increase in bad-order cars resulted 
in a drop of 79,000 cars in serviceable ownership. 

The freight cor repair programs of the railroads should be stepped 
up to insure an adequate railroad car supply, but they cannot be 
stepped up unless the necessary money is available. Imposition of 
increased payroll taxes on the railroads would drain off scarce funds 
badly needed for maintenance and other essential purposes at a time 
when the national defense potential of the railroads is already a cause 
of concern. 

In this connection, let me quote a paragraph from a report to the 
National Association of Shippers Advisory Boards, which was made 
at St. Louis last Wednesday and adopted by resolution of the Asso- 
ciation of Shippers Advisory Boards. The report states by the 
chairman : 

In my opinion the recommendation of this board should be renewed in the 
following respect: First, that a minimum of 10,000 new cars per month be placed 
in railroad ownership; second, that the total ownership be set at a goal of 2 
million freight cars to be reached within the period of 5 years and, third, that 
the bad-order situation be held to 3 percent of total ownership. 

These recommendations are being submitted although management may con- 
sider the foregoing to be a large order in face of the low earning experience of 
1958. However, now that the Nation is on the road to economic recovery, it is 
only through carrying out the consistent and permanent program set forth in 
these recommendations that an adequate serviceable supply of all types of equip- 


ment can be made available not only to take care of the needs of the railroads 
themselves but also of expanding nationl economy. 


Railroad earnings do not provide an adequate return on the money 
invested in railroad transportation property. Six percent, while less 
than that. deemed proper for other industries, has long been regarded 
as a reasonable standard of railroad earnings, but what have the rail- 
roads realized in the past 4 years? In 1955 the railroads earned a 
return of only 4.22 percent on net investment, in 1956 it was reduced to 
3.9 percent, further declined to 3.36 percent in 1957, and averaged 
only 2.76 percent in 1958. Such returns are clearly insufficient. to 
insure an adequate railroad plant to meet the needs of commerce and 
the national defense. 

The decline in railroad earnings from the substandard return of 
4.22 percent in 1955 to the wholly inadequate return of 2.76 percent 
in 1958 simply reflects the inability of the railroads to absorb huge 
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increases in operating costs. Railroads have increased their rates and 
fares where the competitive situation will permit; they have effected 
operating economies wherever possible, including substantial cuts jy 
employment; they have borrowed from the future earnings thro 
deferred taxes and deferred maintenance; but they have not been abje 
to avoid this shrinkage in their margin of profit. ; 

Mr. Schoene, for the Railway Labor Executives’ Association, pre- 
sented certain statistics of earnings of what he characterized as repre. 
sentative railroads in the various districts of the United States, “Hp 
showed that the net railway operating income of these so-called repre. 
sentative railroads in the best months of 1958—September, October 
and November—showed substantial improvement over the correspond. 
ing months of 1957 and compared favorably with those of 1956, and 
he concluded that the railroads have recovered from the effects of the 
economic recession to which he attributed their troubles in the early 
part of 1958. : 

Mr. Schoene’s showing was misleading for several reasons. In the 
first place, the earnings of his “representative” railroads were not 
representative. Comparing earnings in the 3 months of 1958 with 
the corresponding 3 months of 1956, Mr. Schoene’s selected railroads 
showed an increase of 8.2 percent, whereas all other railroads had q 
decrease of 20.8 percent, and class I railroads as a whole showed a 
decrease of 6.2 percent. Returns for the last 4 months of the year, 
including December which is now available, provide a similar com- 
parison. Mr. Schoene’s selected roads in the 4 months of 1958 had 
aggregated net railway operating income of $213,690,000, compared 
with $160,778,000 in the corresponding months of 1957 and $199,806. 
185 in the 1956 months. 

Thus, these 13 railroads in the best months of 1958 had a substantial 
improvement in their earnings over those of the last 4 months of 1957, 
and an increase of 6.9 percent over the 1956 period. 

However, the earnings of the other 100 class I railroads in the 1958 
period showed an increase of only 5.6 percent over the 1957 period and 
had a decrease of 19.8 percent under their earnings in September- 
December 1956. 

It should also be remembered that earnings in the period selected 
by Mr. Schoene were affected only to a limited extent by the substan- 
tial further increases in wage costs which became effective in November 
1958 and January 1959. I might reiterate here that in 1956, a year 
which Mr. Schoene appeared to regard as a prosperous one, the rail- 
roads earned but 3.95 percent on their investment—a wholly inade- 
quate return by any reasonable standard. 

I believe this committee should also know that the New York Cen- 
tral and Pennsylvania Railroads, which according to Mr. Schoene 
have recovered from the effects of the 1957-58 recession, had a rate of 
return of about one-half of 1 percent in the full year 1958. 

Based on net investment at the beginning of the year, the New York 
Central earned 0.59 percent in 1958, compared with 1.49 percent m 
1957 and 2.96 percent in 1956. The Pennsylvania return on the same 
basis was 0.49 percent in 1958, as compared with 1.78 percent in 
1957 and 2.77 percent in 1956. Each of a railroads was benefited 
in July 1958 by receipt of about $1814 million in back mail pay—$3/ 
million for the 2 roads—and in each case about $5 million was credited 
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8 operations and reflected in net railway operating income. The 
ee ‘plicable to prior years, was reflected in net income for the 


e hawe already stated that the railroads have failed to share in the 

rosperity prevailing generally in the United States in the years since 
Wor d War II. Among 73 industries and industry groups for which 
the First National City Bank of New York compiles and publishes 
ratios of net income to net assets, railroads in 1957 had the lowest 
ratio, with two exceptions. 

All industries studied had an average return on net assets of 10.6 

rcent. Manufacturing industries averaged 12.8 percent, wholesale 
and retail trade 10.9 percent, mining and quarrying 9.7 percent, and 
public utilities 9.6 percent. While 70 of the 73 industries and groups 
showed average returns of from 4.7 to 24 percent, the ral roads’ 
return on net assets was only 4.4 percent. The only two industries 
having a return less than the railroads were meatpacking and fire and 
casualty insurance. ' l 

[have already shown in table VI how sharply railroad employment 
was cut in 1958. Other economies effected in 1958 are shown by the 
record of railroad expenditures for capital improvements and for the 
purchase of fuel and other materials and supplies required to oper- 
ate and maintain the railroads. ar auth 

Such expenditures were cut by about $114 billion in 1958 under those 
of the previous year. According to the latest estimates of the 1CC, 
railroad capital expenditures amounted to about $740 million in 
1958, a reduction of $654 million, or 47 percent under the 1957 total. 
Other purchases are estimated at $1.2 billion in 1958, down by more 
than $600 million, or about one-third from the 1957 level. 

Such curtailment of spending by the railroads has an adverse effect, 
of course, on the general economy of the Nation, but it was only by 
virtue of such curtailment that the railroads were able to protect 
against even more severe financial distress in 1958. 

Recent trends in railroad traffic are shown in table VII. May I 
have that table copied in the record, Mr. Chairman ? 

The Cuarrman. Yes, let it be included. 

(The table referred to is as follows :) 


Tas_Le VII.—Trafic trends, class I railroads, 1955-58 








[In billions] 
Revenue Revenue 
Year | ton-miles passenger- 
miles 
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Mr. Loomis, Railroads hopefully expect: improvement in their 
traffic volume in 1959. In the first 6 weeks of 1959, however, car- 
loadings of revenue freight were only 1.8 percent greater thn the 
depressed level of loadings in the corresponding period of 1958. 

As Mr. Schoene pointed out in his appearance before this committee 
on February 5, the railroads in the postwar years have enjoyed a 
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volume of freight traffic which has been about one-third greater thay 
that of the late 1920’s. In fact, railroad gross revenues have showy 
an even greater relative increase than the increase in freight traffie 

In the 8-year period 1951 to 1958, gross operating revenues averaged 
$10.2 billion a year, an increase of 65 percent over the average of $69 
billion realized in the 1925-29 period. Despite this increase of about 
$4 billion in annual operating revenue and despite an increase of about 
$4 billion in railroad net investment, earnings have not increased, but 
in fact, have declined. ; 

Net railway operating income of the class I railroads averaged 
$1,165 million in 1925-29, equivalent to a return of 5.11 percent on 
their average net investment. Railroads have not earned that amount 
of net railway operating income in any postwar year, and their highest 
rate of return in the postwar period was that of 4.31 percent earned 
in 1948. 

The decline in railroad earnings has been accompanied by and jg 
almost directly attributable to an increase in the ratio of wage costs 
to operating revenue. Such costs took 42.6 cents per dollar of revenye 
in 1929, and this ratio was 52.7 cents in 1957, an increase of 10.1 cents 
per dollar of gross. This increase in the wage ratio was accompanied 
by a corresponding decrease in net earnings, as the ratio of net rail: 
way operating income per dollar of gross revenue fell from 19.9 cents 
in 1929, to 8.8 cents in 1957, and dropped further to 8 cents in 1958, 

In other words, the margin of profit his dropped by nearly 12 cents 
on the dollar since 1929, and the increase in labor costs has accounted 
for about 85 percent of the decline. The railroad stockholders have 
realized nothing from their increased investment or from increased 
revenues but, in fact, have suffered a loss. 

Many economists believe, and many indicators suggest, that economic 
conditions in the United States will gradually improve in 1959, 
Railroad freight business this year may increase from 5 to 10 percent, 
provided there is sustained recovery from the recession levels in heavy 
goods. Even if a traffic increase of as much as 10 percent should 
materialize, however, carloadings would still be less than 94 percent 
of what they were in 1957. 

In other words, they would be less than in 1957 by some 6 or 7 
percent, and that volume of traffic cannot eliminate or even alleviate 
the railroads’ present need to control their operating costs. 

Operations in 1959, of course, will be affected by the full impact of 
the $886 million aggregate increases in annual operating wage costs 
shown in table TV. About $699 million of those costs were actually 
experienced by the railroads in 1958; the additional $187 million of 
known increases in annual costs will apply in full in 1959. 

Mr. Healy, a member of the Railroad Retirement Board, show that 
benefits available under the railroad retirement system are already 
more liberal than those under the social security system. Notwith- 
standing the increase in taxes provided in the 1958 Amendments to 
the Social Security Act, the railroads, with no change in the law, will 
in 1959 pay more than twice as much in taxes per employee as will 
employers, including the railroads’ competitors, covered by social 
security. 

It is true that the social security law provides for future increases 
in taxes, but even when they reasli their maximum they will be only 
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one-half of what the railroads will be paying if H.R. 1012 becomes the 


ee troed unemployment benefits are now much higher than those 

id under the State systems, and railroad taxes for unemployment 
Penefits are much higher than those paid by other employers. Mr. 
Calhoun, who will appear later, will deal in detail with this situation. 

To give some idea of the magnitude of the retirement situation, ac- 

rding to the seventh actuarial valuation of the railroad retirement 
system, the total capitalized liability for former and present employ- 
ges was $23.3 billion. If the liability for future entrants be included, 
the total capitalized liability of the system becomes $33.5 billion. 

If H.R. 1012 becomes law, the total capitalized liability of the sys- 
tem would become $39.1 billion, or an increase of $5.6 billion. = 

Some idea of the magnitude of this figure may be gained by indicat- 
ing that it is 1449 times the total net investment in railroad plant and 
equipment. That was not in the statement that I filed, Mr. Chairman. 

The realities of the railroad situation which I have outlined clearly 
show that the railroad industry is not in a position to assume unwar- 
ranted increases in operating costs. It simply cannot afford unjusti- 
fiable expenses. We do, however, propose an adjustment in retirement 
benefits and taxes provided favorable consideration is given certain 
badly needed adjustments in the Railroad Unemployment Insurance 

t. 

* is our proposal that the Retirement Act be amended to provide a 
5 percent increase in benefits. Such an increase in benefits to railroad 
retirees will provide a larger dollar increase for annuitants than the 
7 percent increase which the last Congress provided for workers under 
the Social Security Act. 

The 1958 Amendments to the Social Security Act increased maxi- 
mum annuities from $108.50 per month to $116 per month, or by 
$7.50. The suggested increase to railroad annuitants of 5 percent 
will increase the present railroad maximum from about $186 per 
month to $195.30 per month, or by $9.30. 

Based on old-age benefits actually awarded in September 1958, the 
7 percent increase legislated by the Congress for social security work- 
ers increased the average award from $75.92 per month to $81.23, 
or by $5.31 per month. Old-age benefits awarded by the Railroad 
Retirement Board in September 1958 averaged $131.49 per month, 
which if increased 5 percent would become $138.06, an increase of 
$6.57 per month. 

You will recall that in 1956, the President of the United States 
signed a bill granting a 10-percent increase in railroad retirement 
benefits with the ehdeainatig that provision would be made to 
finance those increased benefits. We took the position in hearings 
before this committee in 1957 that the railroads stood ready to assume 
their proportion of the burden of the cost of that 10-percent increase. 
Our proposal today will do just that and also provide for financing 
of a substantial part of the suggested new 5-percent increase in bene- 
fits. The 5-percent increase now proposed by the railroads would 
be 5 percent on top of the 10-percent increase made effective in 1956. 

The railroads, and their employees alike, are presently paying for 
retirement benefits a tax of 614 percent on employee compensation 
up to $350 per month per employee. 
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H.R. 1012 would provide an increase in total retirement tax rates 
(one-half paid by the railroads and one-half by the employees) rang. 
ing upward from 1314 percent for 1959, to 18 percent m 1969. Pyp. 
thermore, it would raise the taxable compensation base from $350 t 
$400 per month. 

We propose that the total tax rate for retirement be increased from 
the present rate of 1214 percent to 1314 percent and that the com. 
pensation base for the retirement tax be increased from $350 to $499 
per month. The increase in the tax rate would conform to the rate 
proposed to be effective over the next 3 years under H.R. 1012. The 
increase in the tax base would conform to the similar recent amend. 
ment to the Social Security Act, as well as the proposal in H.R. 1039, 
Such an increase in the tax rates and base will provide $118 million 
of increased income to the railroad retirement fund and will finanee 
the cost of the 10 percent increase in benefits granted in 1956 plusa 
substantial contribution to the cost of the proposed further inereas 
in benefits of 5 percent. 

This is a burden which the industry can ill afford. However, the 
industry stands ready to assume that burden provided the Congres 
will revise the railroad unemployment insurance system to cure a 
number of substantial defects in that system. 

I should point out that H.R. 1012, and this is not in the statement, 
Mr. Chairman, provides for the imposition of retroactive payroll 
taxes from January 1, 1959, and that retroactive feature applies both 
to the tax increase to be paid by the railroads and by their employees, 
We propose that the payroll tax increase be made effective from July 
1, 1959, or some other future date, so as to eliminate any retroactive 
payment. 

ake, for example, an employee who terminates his services with 
the industry subsequent to January 1, 1959, and before any bill be 
comes law. There are many thousands of such terminations. Will 
the railroad industry be expected to be responsible for the increase in 
the payroll tax which should have been paid by such employees? 

Then consider, for simplicity, an employee who earns $400 per 
month on which he had already paid $21.88 as his retirement tax. 
Assume also that the proposal to increase retirement taxes becomes 
law on May 1, in which event the withholding tax would become $2 
per month, or $5.12 over the withholding that had actually occurred 
during each of the preceding 4 months. It would mean that en- 
ployees then in service would have to be assessed an additional $20.8 
just to take care of the retroactive tax not previously withheld. 

For these and other reasons, it is important that any increase in 
payroll taxes not be made retroactive. 

Attention has been directed to the trend of benefits paid under the 
Railroad Retirement Act compared with the trend in cost of living. 
Such a comparison was contained in the report of the Joint Commit 
tee on Railroad Retirement Legislation to the Congress, dated Jan- 
uary 9, 1953, printed as report No. 6. 

At page 515 of that document there appears a tabulation comparing 
the trend in the average benefit per year of service with the trend in 
the Consumer Price Index from 1937 to 1951. It is there shown that 
the full age annuity per year of service for employee only, excluding 
wife’s benefit, increased by 55 percent from 1937 to the end of 191 
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Including spouse annuities, the increase was 80.3 percent. During 
the same period, the Consumer Price Index increased by 80.7 percent. 

The report further pointed out, however, that such a comparison 
indicates only the measure of increases in the level of benefits to em- 
ployees already retired and does not reflect. the increase in value of 
overall protection to new employees and their survivors by reason of 
amendments such as those providing benefits for surviving widows, 
widows with dependent children and dependent parents. 

Recognizing these additional benefits, the report then presented an 
actuarial calculation to show the trend in the relative value of protec- 
tion afforded by the Railroad Retirement Act. That calculation 
showed that the relative value of employee protection increased 119 
percent between 1937 and 1951, as compared with an increase in the 
Consumer Price Index of 81 percent. 

Increased annuities made effective since 1951 have further added to 
the value of protection. Between 1951 and December 1958, the Con- 
sumer Price Index has risen from an index of 111 for 1951, taking 
the 1947-49 period as 100, to an index of 123.7 in December 1958, an 
increase of 11.4 percent. 

On the other hand, according to the Railroad retirement Board, the 
full age annuity per year of service, for employee only, increased by 
19.7 percent, and including spouse annuity, by 20.5 percent. 

Increases in retirement benefits have thus outdistanced the increase 
in the cost of living. The somewhat greater increase for the em- 

loyee-wife annuity is due to spouse annuities awarded under the 
Cave social security maximum. This maximum was further in- 
creased by the social security amendments of 1958. 

The proposal to further increase retirement annuities by 5 percent 
coupled with a rise in the compensation base to $400 rather than 
$350 will further widen the increase in benefits over that of the cost 
of living. The proposed 5 percent increase in benefits alone would 
bring the percentage increase since 1951 in the single employee 
annuity to 25.7 percent, and in the combined employee and wife 
annuity to 26.5 percent, as compared with the cost of living increase 
of 11.4 percent. 

Mr. Calhoun will discuss those features of H.R. 1012 which would 
amend the Railroad Unemployment Insurance Act, will show how 
extreme and capricious our present unemployment system is, and 
will recommend for your favorable consideration certain amendments 
that should be made in the present act to eliminate certain unjust 
payments. 

In summary, he will, among other things, recommend that benefit 
and base year definitions be revised, that an employee be required 
to work at least one-third of his base year to qualify for benefits, 
that benefits be equal to 60 percent of pay after tax withholdings 
instead of one-half of gross pay, that strikers and those fired for 
cause, voluntary quits, et cetera, be disqualified, and that maternity 
benefits be eliminated. 

He will further recommend that a special fund be established to 
finance the payment of sickness benefits, one-half of which would be 
borne by the employees. 

Mr. Calhoun will also show there is no reason to increase the 
taxable base for unemployment taxes which is already $350 per 
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month, whereas most State systems are on a base which AVErages 
$250 per month. 

It will be clear from Mr. Calhoun’s testimony that there can }y 
no justification for providing increased unemployment benefits sy¢), 
as proposed by H.R. 1012. 

30, we respectfully request that H.R. 1012 be amended to limit 
increased retirement benefits to an increase of 5 percent, to peg the 
total tax rate at 13.5 percent on taxable payrolls up to $400 per 
month per employee, and to incorporate our suggested amendments 
to the Unemployment Insurance Act so as to eliminate the inequities 
presently in that act. 

That completes my statement, Mr. Chairman. 

The Cuatrman. Very well. Thank you, Mr. Loomis. 

I am advised, Mr. Loomis, that Mr. Shoemaker, who is to be the 
next witness, has a very important engagement this afternoon that 
he must attend. I wonder if you would mind temporarily stepping 
aside and letting Mr. Shoemaker present his statement. Then you 
could resume, because I am sure there will be a good many questions 
that the members will want to ask of you regarding your statement, 

Mr. Loomis. That is perfectly satisfactory, Mr. Chairman. I yil] 
be available at anytime. 

The Cuarrman. If there is no objection, we will proceed accord- 
ingly. 

Mr. Shoemaker, may I first inquire how long your statement will 
take? 


STATEMENT OF PERRY M. SHOEMAKER, PRESIDENT, DELAWARE, 
LACKAWANNA & WESTERN RAILROAD, NEW YORK, N.Y. 


Mr. Suormaxer. Mr. Chairman, not more than 12 minutes, 

The Cuatrman. You may identify yourself for the record, Mr. 
Shoemaker. 

Mr. SuHoremaxer. Mr. Chairman and gentlemen, my name is Perry 
M. Shoemaker. I am president of the Delaware, Lackawanna & 
Western Railroad Co., with headquarters at 140 Cedar Street, New 
York City. My railroad background goes back to 1926 summer- 
vacation work as a track laborer with the Pennsylvania Railroad 
while I was attending the University of Michigan, from which I re 
ceived in 1928 a bachelor of science degree in mechanical engineering, 
I also attended Yale University under a Strathcona fellowship m 
transportation and received the degree of master of science in trans- 
portation engineering. I have worked for the Erie in various capati- 
ties from freight-house laborer to general yardmaster; for the New 
Haven in several capacities, including superintendent of freight 
transportation; and, commencing in 1941, for the Lackawanna Rail- 
road in various capacities in the operating department and since 
August 1, 1952, have been president of that company. 

Additionally, I served as chairman of the Transportation Subcom- 
mittee of the Second Hoover Commission on Reorganization of the 
Executive Branch of the Government, which entailed also being 4 
member of the Task Force Committee on Subsistence Services, the 
Task Force Committee on Business Organization of the Department 
of Defense, the Subcommittee on Depot Utilization, and the Subcom- 
mittee on Business Enterprises. 
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I thank this committee for the opportunity to appear before you 
today with regard to House bill 1012. 

The Lackawanna Railroad is a freight and passenger railroad oper- 
ating from Hoboken, N.J., to Buffalo, N.Y., together with several 
branch lines. Service is provided to New York City by means of fer- 
ries, carfloats, barges, and other marine equipment. 

During the year 1958 the Lackawanna sustained a deficit of nearly 
$4 million, even though its revenue included a $1,600,000 nonrecurring 
retroactive mail-pay adjustment. This is the largest deficit sustained 
in the more-than-100-year history of the Lackawanna Railroad and 
was incurred in spite of a minimum amount of maintenance—consist- 
ent with safety—salary cuts, and other economies wherever possible. 

Under the circumstances, it is appropriate to call your attention to 
certain changes which have occurred on the Lackawanna in a period 

10 years. 
een tacite-coal revenue in 1958 was $4,210,000, less than one-third 
of what it was 10 years ago. In the same 10-year period merchandise 
revenue decreased from $56 million to $48 million, in spite of there 
having been nine general freight-rate increases. 

Passenger revenue from through and suburban service decreased 
from $10,800,000 in 1948 to $9,300,000 in 1958. Income available for 
fixed charges in 1948 was $11,800,000. In 1958 it was $979,000 against 
fixed charges of $4,447,000. 

In December of 1948 the Lackawanna had 13,618 employees, 
and its payroll including payroll taxes for the full year was $48, 
578,000, or 53 cents per revenue dollar in compensation taxes. In 
December 1958 Lackawanna employees had been reduced to 7,331, 
with the payroll for the full year 1958, including taxes, of $50,746,000 
or more than $2 million greater than 1948 and it took 67 cents of each 
revenue dollar. 

At the end of 1958 we had a deficit in net working capital, not 
including materials and supplies, of just over $750,000. At the end 
of 1948 we had an excess of assets of over $7 million. On January 
1, 1959, our cash balance was but $3,261,000 and, as I have previously 
indicated, we have a working capital deficit. 

The situation which I have outlined is the culmination of various 
factors. To state it simply, we are seriously entrapped in a revenue- 
expense squeeze. Our revenues have declined, as I have indicated. 
The overall decline has been from gross revenues of $91,400,000 in 
1948 to $76,280,000 in 1958, in spite of rate increases and the above- 
mentioned retroactive mail-pay adjustment. 

Another factor of which many railroad executives are convinced 
is that freight rates and passenger fares have about reached the point 
of diminishing return, namely, that we can no longer increase revenues 
by generally increasing rates and fares due to the fact that the volume 
of traffic that is diverted to competitive means of transportation more 
than offsets the additional revenue earned on the balance. 

May I insert here that the New York Times this morning reports 
that the American Trucking Associations shows for December a 17.4 
percent increase in intercity tonnage handled over the highway bring- 
gp their loss in traffic for the entire year 1958 to less than 1 percent. 


r. Wit11AMs (presiding). You desire to insert the news item in 
the record ? 
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Mr. SuHormaxer. Yes; I trust it is being read into the record anq 
is being included. 

Mr. Wuuiams. That may be included at this point. 

(The news item referred to follows :) 


TrucK FREIGHT UP 17 PERCENT IN DECEMBER 
GAIN IN LATTER PART OF 1958 BROUGHT THE YEAR’S TOTAL CLOSE TO 1957 Levey, 


Truckers hauled 17.4 percent more intercity freight in December 1958 than 
in the similar month of 1957, and 3.3 percent more than in last November, the 
research department of the American Trucking Association reported today, The 
increases in the latter part of 1958 brought the truck tonnage for the year only 
0.8 percent short of that for the year before. 

The 364 carriers surveyed—about one-third of all class I and class II trucking 
companies having gross annual revenues of more than $200,000—transporteq 
4,558,570 tons of intercity freight in December. This compared with 3,883.35) 
tons in December 1957. The largest single regional gain was reported in the 
southern region, with 21.5 percent. The Middle Atlantic and northwester 
regions were next with 19.6 percent increases each. 

For all of 1958 these operators transported 53,700,306 tons of intercity freight, 
against 54,135,233 tons the year before. 

Beginning February 19 the association’s research department will release 
weekly a new indicator of production and marketing of intercity truckloadings 
in and out of more than 400 major terminals in key cities. The weekly figures 
will show percentage changes from the preceding week and from the similar 
week a year earlier. The report will be made available in Washington op 
Thursday afternoon for Friday publication. 

Edward V. Kiley, director of research for ATA, in announcing the new weekly 
service, pointed out the extremely close tie-in of truckloading of general freight 
and business conditions. Both production and marketing today operate with 
extremely short inventories as compared with 30 years ago, he said. 


Mr. SHoemaker. Why do I mention that? The Lackawanna Rail- 
road in December had a 10-percent decrease in carloads, a 17-percent 
decrease for the year. We know beyond any question that a great deal 
of our loss in traffic represents diverted trafic to the highways because 
of the rates which we have had to impose upon our customers. 

Going back to the statement, the survival of many railroads as pri- 
vate enterprises is therefore dependent upon decreasing expenses, or 
at least holding the line, both exceedingly necessary in our inflationary 
economy. This is easier said than done. For example, the average 
compensation of one of our largest group of employees, clerks and 
freight handlers, has increased more than 255 percent in the last 20 
years, not including the so-called fringe benefits which now add about 
20 percent to direct railroad payroll costs. In 1958, when Lacka- 
wanna carloadings were down 17 percent, payroll increases of 12 cents 
per hour on an annual basis resulted in additional costs of $2,160,000. 
Our taxes have increased, our payments for materials and supplies 
have greatly increased. 

The problem of holding the line on expenses is not unrecognized. 
In a recent individual study conducted by the New York State Pub 
lic Service Commission at the request of the New York State Legisla- 
ture, one of the recommendations contained is that real estate taxes be 
frozen for a 2-year period. This is considered as interim relief io 
Additionally, last year the New York State Legislature passed a bi 
which was signed a the Governor, permitting local taxing districts 
in New York State to make agreements with the railroads abating 
taxes. 
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Only last week the Governors of the States of New York, New 
Jersey, and Connecticut, together with the mayor of the city of New 
York, held a joint meeting to consider the financial crisis of the 
railroads serving the New York metropolitan area. a ’ 

At this point, gentlemen, I would like to clarify my position with 
respect to our employees. I am not against increasing benefits to 
workers whenever it is financially oe More important, we are 
trying to protect their jobs on the Lackawanna Railroad, but we can- 
not doso with a deficit operation. exer: 

You gentlemen are aware that railroad traffic is being diverted to 
other means of transportation, mainly because of unfair competition. 
Most of our competitors are being subsidized in the form of highways 
and terminals that are constructed and maintained by Federal, State, 
and local governments and are largely tax free. I am sure that you 
understand that the railroads as taxpayers are bearing a substan- 
tial portion of the cost of providing these free facilities for our 
competitors. 

These competitors do not have to bear the high payroll taxes that 
are being borne by the railroads. Bus and truck employees are sub- 
ject to social security and accordingly, their employers bear a tax of 
2% percent on the first $4,800 of wages earned by each of those em- 
ployees. On the other hand, the railroads being subject to the rail- 
road retirement tax at the present rates are paying 614 percent of the 
first $850 earned during the month or on $4,200 per year. If the 
Lackawanna Railroad were under the Social Security Act instead 
of the Railroad Retirement Tax Act, our tax payments involved in 
1958 would have been $777,000 instead of $2,159,000 which we actually 

aid. 

, On the Lackawanna the additional cost imposed by H.R. 1012 would 
be most substantial. For the years 1959 to 1961, inclusive, the addi- - 
tional cost would be more than $800,000 per year and from 1962 to 
1964, inclusive, the increased cost would be about $1 million per year. 

Gentlemen, I submit to you, does the Congress—regardless of pres- 
sures upon it—have the right to force upon the Lackawanna Railroad, 
a proud agency of transportation already in deep financial distress, 
further increases in welfare costs? As one believing in the necessity 
for financial integrity, our company must concur in meeting the cost 
of increased benefits already in effect, but any increase in these bene- 
fits must come from other sources. 

More is involved than Lackawanna’s 7,300 employees. Seriously 
affected are Lackawanna’s approximately 8,500 stockholders located 
in every State of the Union. More than 40 percent of our registered 
stockholders are women. More than 82 percent of our stockholders 
own 100 shares or less. Many are retired people to whom investment 
in Lackawanna securities is exceedingly serious. To them as citi- 
zens—and as voters—the decision of the Congress in this matter should 
reflect an appreciation of their responsible and real interest. 

I am strongly opposed to H.R. 1012 as presently before you. I 
would reluctantly support the measure with respect to its 1959 to 1961 
changes only, if concurrently the Railroad Unemployment Insurance 
Act were amended as suggested by Mr. Loomis and as will be covered 
in detail by Mr. Calhoun. 
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Frankly, the suggested and recommended changes will modify the 
expense to the Lackawanna of the increased cost of the Railroad Re. 
tirement Tax Act. In this connection, since the Lackawanna Railroad 
operates in New York, Pennsylvania, and New Jersey, may I gal] 
your attention to the fact that employees of other industries in those 
States receive in unemployment and sickness benefits: In New York 
from $10 to $45 weekly; in Pennsylvania and New Jersey, from $16 
to $35 weekly. By comparison, the practical minimum in effect on 
our railroad today for all contract workers is $39.40 weekly. H.R. 
1012 would increase this minimum to 60 percent of the last daily 
rate of pay or $47.30 a week, more than the maximum in any State 
in which we operate. Is it not fair to inquire of you as to the justifi- 
cation for this new discrimination in favor of railroad workers? 

Neither my railroad nor the industry can afford this kind of treat- 
ment. I state to you in the utmost seriousness that the great sums 
of money, involving additional costs, which would be required by H.R, 
1012, can well be the difference between solvency and insolvency for 
some of the eastern railroads. 

You must decide whether or not the broad and real public interest 
here involved justifies your taking the discriminatory action against 
the railroad industry inherent in this legislation. It would be ironic, 
indeed, if the passage of H.R. 1012 as proposed were a milestone 
toward Government ownership and operation of our country’s trans- 
portation system. 

Mr. Chairman, may I adjust a few sentences to this written state- 
ment, if you please? 

I pointed out to you that Lackawanna’s employment is slightly more 
than one-half of 10 years ago. Had our employment not been re- 
duced, our payroll taxes last. year would have been over $4 million. 
Such taxes as now obtain, let alone increased as proposed, constitute 
one of the heaviest pressures upon management to reduce employment. 

H.R. 1012, as it stands, would force our railroad to find means 
of taking another 160 employees and their families off of our payroll. 

The Lackawanna expects to appear before the Interstate Commerce 
Commission later this year under the Transportation Act of 1958 to 
substantially discontinue commutation and suburban service now pro- 
viding weekday trains for some 30,000 people. 

Our losses on this service, including ferries, has aggregated more 
than $31 million during the past 10 years. In addition, confiscatory 
taxes in New Jersey have required us to pay out another $31 million 
in taxes to that State, and that has complicated the problem. Freight 
traffic can no longer meet that kind of a situation. 

When you realize that 20 percent of Lackawanna’s present em- 
ployees are indirectly or directly involved in our commutation and 
suburban service, I am sure that you can appreciate that if Congress 
imposes further increases upon the costs of, and therefore the losses 
from, this local passenger service for the tax boost proposed in H.R. 
1012, it will itself be encouraging the early discontinuance of this 
commutation service. 

It has not been my belief that localized commutation and suburban 
train service is a program that involves, and is a proper recipient for, 
Federal Government subsidy, but such action as is now before this 
committee for consideration, if adopted, becomes a powerful argu 
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ment for Federal responsibility in this field of subsidizing local com- 
mutation service. 

I hope that day does not come. 

Thank you very much. 

Mr. Wuiu1aMs. Thank you very much, Mr. Shoemaker. 

Are there any questions, Mr. Moulder? 

Mr. Movutper. No questions, Mr. Chairman. 

Mr. Witu1aMs. Mr. Bennett? 

Mr. Bennett. No questions. 

Mr. Witu1aMs. Mr. Flynt? 

Mr. Fixnt. No questions. 

The CHatrMAN. Does anyone desire recognition? Mr. Younger? 

Mr. Youncer. Mr. Shoemaker, in your testimony on page 5 you 
give the figures about the railroad retirement compared with the so- 
cial security benefits of the bus and truck employees. Are you famil- 
jar with the supplemental retirement plans that those motor carriers 
have for their employees? ' 

Mr. Suormaxker. My understanding, Mr. Younger, is that those 
vary in various parts of the country. They are not industry plans as 
such. I cannot, therefore, answer you intelligently about their sup- 
plemental plans. 

Mr. Youncer. However, you are informed that most of them do 
have some type of supplemental plan ? 

Mr. SHoemaker. I know that some of them do, sir. Whether most 
of them do or not I cannot answer. 

Mr. Youncer. In other words, I think it is a little unfair to ney 
compare what the railroad retirement plan provides compared wit 
social security alone for competitors, because I think you will find that 
most of your competitors, both airlines and motor common carriers, 
do have suplemental retirement programs for their employees, and 
it would be a far better comparison if that was taken into consideration 
than just comparing the railroad retirement with social security. 

How many bonds does the Lackawanna have outstanding ? 

Mr. Suormaxer. I can’t tell you in number, Mr. Younger, but we 
have about $19 million, sir. 

Mr. Youncer. You mean dollar volume? You say about $19 mil- 
lion, Generally those bonds are held by trust companies and in trusts 
and by insurance companies and so forth? Is that true? 

Mr. Suormaker. To the contrary, the best of our information is 
that our outstanding bonds, as well as stock, are quite widely dis- 
tributed, sir. 

Mr, Youncrr. They are widely distributed, but would you say that 
4 majority of your outstanding handle are held by individuals, or by 
corporations which have the legal right to invest in railroad bonds? 

Mr. Suormaxer. I would say unquestionably that the majority of 
them are held by individuals, sir. 

Mr. Younczr. So therefore, if your railroad goes into bankruptcy, 
all of those people will suffer, will they not ? 

rt, SHommaxer. Without any question, sir. 

Mr. Youncer. That is all, Mr. Chairman. 

r. Wi1ams. Mr. Rogers, do you have any questions? 

Mr. Rogers of Florida. I would just like to say I found this state- 
ment very interesting, Mr. Shoemaker. 





930 RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 


As I understand it from the statement, in the States where you 
operate, the unemployment payments by those States are less than 
would be required by this proposed legislation ? 

Mr. SuHormaker. That is true, sir. 

Mr. Rogers of Florida. Without exception ? 

Mr. SHoremakeEr. That is true, sir. 

Mr. Rogers of Florida. Thank you. 

Mr. Wiu1aMs. Have you finished ? 

Mr. Rocers of Florida. Yes; that is all. Thank you. 

Mr. WiuiaMs. Mr. Avery. 

Mr. Avery, Mr. Shoemaker, what was the rate of earnings for your 
stock last year? 

Mr. SHormaxker. There was not any, sir. We had a deficit of just 
under $4 million. We did not make our fixed charges. 

Mr. Avery. I believe I heard you say or maybe you read from your 
statement that you were going to appear before the Interstate Com- 
merce Commission and seek to be relieved of furnishing commuter 
service for approximately 30,000 daily passengers. 

Mr. SuHormaker. Yes, sir. 

Mr. Avery. If you were relieved of that commuter service, how 
would that affect your loss column ¢ 

Mr. SHormaxer. The full distributed losses on that service will 
approximate $3 million for last year. 

Mr. Avery. So that, even for 1958, had you been relieved of the 
responsibility of operating the commuter service you would have still 
lost a million dollars? 

Mr. SHoemaxker. We would still have lost a million dollars; yes, sir. 

Mr. Avery. That is all, Mr. Chairman. 

Mr Wiuu1ams. Mr. Collier? 

Mr. Cotter. I have no questions. 

Mr. Wiu1aMs. Does anyone else desire recognition ? 

Thank you very much, Mr. Shoemaker. 

Mr. SuHormaxker. May I thank you again for the courtesy of the 
committee. 

Mr. WitutaMs. It is 5 minutes of 12. It is quite apparent that 
the committee will not be able to stay in session any longer. 

Accordingly, the committee will adjourn until 2 o’clock this after- 
noon at which time Mr. Loomis will continue his testimony. 

(Whereupon, at 11:55 a.m., a recess was taken until 2 p.m., this 
same day.) 
AFTER RECESS 


(The committee reconvened at 2 p.m., Hon. Oren Harris (chairman) 
presiding.) 

The CuarrmMan. The committee will come to order. 

When the committee adjourned, Mr. Shoemaker had concluded his 
testimony. Mr. Loomis will resume the witness chair. Mr. Shoe- 
maker’s testimony will follow in the record the complete presentation 
of Mr. Loomis’ prepared testimony and the interrogation and answers 
will follow. 

Mr. Hemphill, any questions? 

Mr. Hempni. No questions; thank you, Mr. Chairman. 

The Cuatrman. Mr. Glenn, any questions ? 
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Mr. Guenn. No questions, Mr. Chairman. 

The CHaiRMAN. Mr. Rogers, any questions ? ; 

Mr. Rogers of Texas, Mr. Chairman, I am sorry I wasn’t here this 
morning. I had another committee meeting so I will forego any ques- 
tions right now. ; 

The CHarrMANn. Mr. Devine? 

Mr. Devine. No questions, Mr. Chairman. 

The CuarrMan. Mr. Loomis, I want to compliment you myself and 
on behalf of the committee on the presentation that you have made to 
this committee this morning stating very frankly the viewpoint of 
the Association of American Railroads. 

I am sure there are some questions in the minds of some of the 
members because they told me so, and I have a few in my own mind. 

In the first place, you have given a rather gloomy picture of the 
general situation of the railroad industry. There has been a great 
deal of discussion about the condition of the railroad industry. There 
has been a lot of publicity in the newspapers, particularly the relative 
decline the industry is experiencing in our great transportation system. 

It has disturbed me a great deal over a long period of time. As a 
matter of fact, I saw this coming several years ago, as did a lot of 
others, I think including yourself. We have tried to do something 
about it. As a matter of fact, a great effort. was made during the last 
3 years to assist the industry, consummating with the Transportation 
Act of 1958 and several other bills which this Congress had approved. 

Can you tell us what the railroad industry is doing itself to regain 
some of the business that it has lost, not in volume, but percentage wise, 
over the last few years 4 


FURTHER STATEMENT OF DANIEL P. LOOMIS, PRESIDENT, 
ASSOCIATION OF AMERICAN RAILROADS—Resumed 


Mr. Loomis. Mr. Chairman, I would say there are a good many 
things underway. To take the rate situation, there have been quite 
a substantial number of proposals for rate adjustments filed with the 
Interstate Commerce Commission since the passage of the Transpor- 
tation Act of 1958. Some of those proposed adjustments have been 

ermitted to go into effeet without suspension. Some of them have 
tose suspended by the Commission sed are under investigation. 

So far, I think it is fair to say that there is as yet no clear-cut. de- 
cision from the Commission with respect to the ratemaking provisions 
of the Transportation Act of 1958. The leading case now pending 
before the Commission, I think, in size is probably the eastern rail- 
roads rate proposal on paint, which was suspended by the Commission, 
has been heard, and I believe is now on brief and argument. 

There has been at least one proposal filed, I believe, and there are 
others under consideration with respect. to the proposition of agreed 
rates. I am not sure that the committee understands what agreed 
rates are, but a general description of them, and I am not a rate 
expert, would be an agreement between the carriers and a particular 
manufacturing company of a lower rate on a high volume of shipment 
ora lower rate on an agreed quantity of shipment. 

There are also quantity rate proposals which have been filed with 
the Commission, where as the quantity of commodity shipped goes up 
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the rate goes down. With respect to quantity rates and the so-called 
agreed rates, an agreed rate, for example, might be where a carrier 
would say to a company, “If you ship 70 percent of your business } 

rail we will make you a certain rate. If you don’t get to that per. 
centage the rate will be somewhat higher.” 

That is generally what is understood to be an agreed rate. There 
is no clear-cut decision on the question of quantity rates or agreed 
rates. The agreed rates in this country are a rather new thing. They 
have been used in Canada and in England. Quantity rates in this 
country are a comparatively new thing. Even multiple-car rates are 
new. 

So that so far there is no clear-cut pattern trafficwise on the effect 
of those proposals, but those proposals are being advanced and are 
being pushed actually to fruition. 

Insofar as other features of the Transportation Act of 1958 are 
concerned, the temporary and emergency loan provision, I think, has 
only been clarified within the past day with an opinion from the 
Attorney General. There are applications on file, none of which have 
been completely processed. I would expect that the ruling of the 
Attorney General which has just been issued would help to push those 
into fruition. 

Insofar as the private carriage amendments and the agricultural 
commodity amendments, it is difficult to measure the effect of those 
amendments thus far; much of that depends on enforcement, how 
much staff, how much money the Commisison has to enforce the provi- 
sions, particularly the private carriage amendment. 

With respect to section 13(a), which dealt with the passenger 
service, there has thus far been only two decisions from the Commis- 
sion, one involved with the ferry case in New York involving the 
New York Central and the Erie, and, of course, the New York Central 
part of that case is still in the courts. 

The second decision was last week, involving what I recall is a 
branch line train on the Great Northern. So, while there are a num- 
ber of petitions on file with the Commission, the Commission has thus 
far acted in only those two cases. 

So far as the ratemaking provision is concerned, I think it can 
fairly be said that the railroad traffic people are very active in process- 
ing that. I think it is also fair to say that the repeal of the 3-percent 
tax on freight transportation, so far as our people can ascertain, has 
been helpful in ule to stem the erosion of traffic to private 
carriage. 

The CuHatrman. Did you have an occasion yet to compare January 
1959 with January 1958? 

Mr. Loomis. I think I gave the figures with respect to carloadings. 
The first 6 weeks of 1959 showed an increase in carloadings of 1%o per- 
cent over the corresponding period of 1958. 

The CHatrman. Would you provide for the committee the gross 
business of the class I railroads on an annual basis for the last 10 
years? 

Mr. Loomis. Yes, sir. Stated in ton-miles, in revenues, or both, or 
how would you like it stated ? 

The Cuarrman. I would like it stated in dollars and cents. You 
have already given us the ton-mile figure in your statement. 
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Mr. Loomis. I think I had it for 5 years. 

The CuatrMAN. Five years will be sufficient. Will you also give 
as the net income in each of those last 5 years? 

Mr. Loomis. I can read it into the record, or would you rather 
have it furnished in the form of a statement? 

The Cuarrman. I think if you furnished it in the form of a state- 
ment we would rather have it that way, sir. 

Mr. Loomis. All right. 

(The information to be furnished follows :) 


ASSOCIATION OF AMERICAN RAILROADS, 
Washington, D.C., February 20, 1959. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Dear Mr. Harris: In the course of my testimony before your committee on 
February 16 in regard to H.R. 1012, you asked (pp. 369-370 of the transcript) 
for information on the gross revenues and net income of the class I railroads 
for the last 5 or 10 years. 

That information and other data which I cited in my discussion of railroad 
earnings are shown in the table below: 


Gross and net earnings, class I railroads in the United States, 1925-29 
and 1949-58 


{Dollar amounts in millions] 

















Average Gross jNetrailway| Rate of Net 
Year net invest-| operating | operating return income 
ment revenues income 
Percent 
Average 1925-20. .........-..-.--- aee $22, 795. 6 $6, 206. 6 $1, 165.3 | 5.11 $773.3 
MIRAECO 2G OL ab. Lideedeu | 23, 826. 4 8, 580. 1 686. 5 2. 88 438. 2 
dan 6b po aah Hddiglép a cbtnpo che 24, 310. 1 9, 473. 1 1, 039. 7 4. 28 783. 6 
a cackeia iwecdaa ideas apie 25, 055. 2 10, 390. 6 942. 5 | 3. 76 693. 2 
Reem sete Oss shied las 25, 890.6 | 10, 580.8 1, 078. 2 4.16 825. 4 
RR iss Spl Uattittve us kcceclod 26, 466.6 | 10, 664.2 1, 109.4 4.19 903. 2 
I tetas didackincansce - ape dx <myy= pect 26, 670.4 | 9, 370. 8 874.0 3. 28 681.7 
Sr ibcansce- | 26, 760.9 | 10,106.3 | 1, 128.0 | 4. 22 927.1 
1966... ‘ | 27,012.7 | 10,550.9 | — 1, 068.2 | 3.95 | 876.3 
1957... edi bokksi SiMe. 27, 440. 4 | 10, 491.4 922.3 3. 36 737.4 
SS ee. 1 27, 600.0 9, 564.1 761.7 2. 76 + 602.0 
1 Partially estimated. 


In this connection, it may be of interest to your committee to see how the 
increase in the cost of living has reduced the purchasing power of railroad earn- 
ings. In the table below, the net income in the peak earnings years in the post- 


war period and in 1956-58 is compared with that of 1929 in terms of 1929 
dollars. 


Effect of price inflation on railroad net income 


{In millions of dollars] 





| 
| Reported net | Net income 











Year income, | adjusted to 
class I 1929 
railroads dollars ! 
| 

siebenditcainitienda sul $896. 8 | $896. 8 

initia neat 903. 2 | 510. 1 

927.1 | 523.4 

876.3 | 476. 2 

737.4 395. 5 

602. 0 319.4 





! Retained earnings adjusted on basis of [CC Railroad Construction Index, balance adjusted on basis of 
‘Consumer Price Index. 
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You also asked (at pp. 371-372 of the transcript) what the wage increase of 
1958 amounted to in terms of a percentage. A similar question was also asked 
of Mr. Whitman. All employees received, effective May 1, 1958, a cost-of-living 
increase of 4 cents per hour. Effective November 1, 1958, railroad employes 
received a contract increase of 7 cents per hour, plus a cost-of-living increase of 
1 cent per hour, except for engineers whose rates were increased on November j 
1958, by 3% percent of October 1956 rates, plus a 1-cent cost-of-living adjustment 

Wage increases made effective since October 1956 have been as follows: 


aE eee 


Basic in- | Cost-of-jj 
creases (cents| increases 





per hour) (cents per 
hour 
|__| —_————____ 
PEO BOTs By BOO nce e nmin dnc cance cog eenensemeocecamsneseoesepense== 4 110.0 .. 


Effective May 1, 1957......---.. 
Effective Nov. 1, 1957__.--.----- 
Effective May 1, 1958........--.-- ea tenal 
BeOttawe DOW, 1s, LOB soc cessed a5 sks pi tows 35 5 h-- FG bik - de -L 





1 Nonoperatiig employees received, in addition, increased health and welfare benefits equivalent to 
2.5 cents per hour, while onerating employees received equivalent in a wage increase. Locomotive engi. 
neers received basic increases on a percentage basis. 


The rate of pay for all railroad employees averaged $2.42 per hour in No. 
vember 1957. Wage increases made effective in 1958 amounted to 12 cents 
per hour (7 cents contract plus 5 cents cost-of-living adjustment). That total 
increase of 12 cents per hour was equivalent to 5 percent of the average rate 
in effect in November 1957. 

As of October 1956, the straight time rate of pay averaged $2.09 per hour, 
Total wage increases since October 1956 aggregated about 37 cents per hour or 
18 percent of the average rate effective in October 1956. Of that total increase, 
13 cents was a cost-of-living adjustment, or 6.2 percent of the average rate in 
effect in October 1956. 

The average rate of pay since October 1956 showed an increase somewhat in 
excess of the contractual increases because of the change in employment, 
presently a larger proportion of higher rated employees on the rolls, and because 
certain train and engine employees actually received somewhat more in the 
straight time hourly rates because of the operation of the so-called dual basis 
of pay. 

When Mr. Schoene reappeared before your committee on February 17, he 
stated (p. 551 of transcript) that in his opinion I overstated the cost of HR, 
1012, and he suggested I may have assumed that the increase in taxable base 
would be applicable to all employees. That is an erroneous assumption, 

My cost calculations were based entirely on data supplied to you by the 
Railroad Retirement Board, specifically table 3 at page 11 of their letter to 
you dated January 26,1959. That table showed an assumed level taxable payroll 
of $5.1 billion for a $350 per month limit and stated in the footnote that the 
taxable payroll for a $400 per month limit is estimated to be $500 million 4 
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higher. Thus, employer taxes, on a level cost basis, would be increased 

















year 
under H.R. 1012 as follows: 
ns 
Level taxable | Tax rate for Annual tax 
payroll employers 
ay PR oa kw ht) ea 
Por retirement Ee ee ee Mi or . Percent as | Mittion 0 
EMER: coccaccaccencuscconseseccenseunsteewse 5 100 $2 i 
ap Be ti. loot ery i eae... renee w ~ aol ee 
R. 1012 (immediate): ; 
. Seer ae 5, 600 6.7 a 
For unemployment. --.-----.------- hee ; rt 5 600 - 378 
soe over present law ...---- ee el oan 5, 600 10. 25 574 
Increase over present law --------- pera ee 868 
E.R. 1012 (utlimate): 
tng se ocaqacaxsacegsn anes ist 2 5, 600 | 0.00 da 
For unemployment. ........---..--------------..--.--.--.| 5 600 HH 504 
eee nen 5, 600 | 12. 50 700 
Increase over present law -......- = RETO Tint: Pee oe: ehtemene 09 





If the bill were amended as proposed, to increase the rate of unemployment 
tax to 4 percent, the additional cost of that amendment would be 0.5 percent 
of $5.6 billion, or $28 million a year. 

Sincerely, 
DANIEL P. Loomis, President. 

The Cuamman. You have said in your statement that under an 
agreement negotiated between the railroad industry and the brother- 
hoods, you had certain wage increases by certain amounts, begin- 
ning with November 1956. 

Mr. Loomis. Page 7. 

The Cuarrman. Yes; under the agreement which the railroad in- 
dustry entered into with the railroad brotherhoods, you experienced 
an increase in wage costs since November 1956 of $886 million a 
year. 

You said $699,300,000 of that total increase in wage costs was fully 
reflected in operating expenses for 1958, and the balance will be re- 
flected in 1959. Then you stated, that there was an increase in No- 
vember of last year. Was it November of last year ? 

Mr. Loomis. November of 1958; yes, sir. 

The Cuarrman. That was a result of an agreement which the rail- 
road industry entered into with the employees. 

Mr. Loomis. In 1956. 

The Cuairman. Yes; that was done on the basis of this so-called 
expansion of economy or some refer to it as inflation, and some refer 
to it as inereased cost of living, but I assume it was done on the basis 
that the employees would maintain a standard of living. Am I right 
in the assumption or not ? ' 


87110—59-—__16 
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Mr. Loomis. That was certainly a factor. 

The Carman. Now, if that is true, what was the percentage 
increase in 1958? 

Mr. Loomis. The percentage increase ? 

The CHairMAN. Wages. 

Mr. Loomis. I do not have it in terms of percentage. It was lay, 
cents per hour. . 

The CHatrman. Can you translate that into terms of percentage 
approximately? Youcan supply that for the record. 

Mr. Loomis. Yes. 

(The information referred to appears in Mr. Loomis’ letter on 

. 233.) 
. The Cuarrman. If that is true and the industry itself has done this 
through your own action, and I am sure there must have been some 
pretty tough bargaining along the line occasionally, how then can 
you oppose a comparable increase to meet the same kind of conditions 
and living standards in railroad retirement or unemployment insur. 
ance ? 

Mr. Loomis. Well, in the first place, it amounts to a double up in 
doing one thing through collective bargaining and then seeking by 
law to get additional benefits other than those agreed to in collective 
bargaining. 

In the second place, the railroad employees that are covered by the 
wage settlements are working for their money. You start out here 
and you have approximately 705,000 persons drawing annuities under 
the Railroad Retirement Act who will contribute nothing to any in- 
creased benefits. 

The present and future employees would have to stand the full cost 
of the increased benefits, as well as the railroad companies. 

When it comes to both retirement and unemployment and amend- 
ment by law, the Congress has already provided more substantial bene- 
fits and higher taxes under the Railroad Act than under the Federal 
Social Security Act or any of the State unemployment insurance acts, 

The Cuatrman. Did you take into consideration what wage scale 
was being paid in the other industries in the country when you agreed 
to the wage increase in 1956 and 1958 ? 

Mr. Loomis. That was certainly given consideration. 

The Cuarrman. Is that any higher substantially in proportion than 
the railroad retirement provision or the unemployment insurance 
provision ? 

Mr. Loomis. Yes, the railroad retirement and unemployment provi- 
sions are generally higher than in other industries. 

The CHarrman. Well, is the wage not generally higher in the rail- 
road industry than it is in the other industries? 

Mr. Loomis. No, I do not think so, not as I recall it. There would 
be variations. I do not have the Bureau of Labor Statistics average 
for all manufacturing workers but I do not think you would find that 
the railroad industry was out of line in that respect. 

The Cuatrman. Do you know how much more, if any, the railroad 
industry is paying for retirement benefits than, say, the steel industry 
is paying, or the chemical industry or any other of our great industries, 
taking into consideration social security that is being paid and the 
supplemental pensions provided under bargaining agreements ! 
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Mr. Loomis. The matter of cost of a particular company is difficult 
toascertain. : ; ae 

Now, on the present situation with respect to retirement, this is a 
comparison on workers at age 65 after 30 years of service based on 
$300. The railroad benefit for that type of employee would amount to 
$182.40. The combined benefit under the United States Steel contract, 
including social security, would be $180. If you include the wife’s 
benefit for the same employee, the Railroad Retirement Act provides 
a monthly benefit of $241.90. The United States Steel including so- 
cial security provides $232.50. By 

The CuarrMan. In one instance, it is $2 more and, in the other in- 
stance, some $10 or $11 more # 

Mr. Loomis. That is right. These figures can, of course, be checked 
with the Bureau of Labor Statistics. 

The Cuarrman. Yes; I was just asking for some kind of com- 

rison. 

4 there certain employees of the railroad industry that have 
supplemental retirement programs other than those under the Rail- 
road Retirement Act? 

Mr. Loomis. I can answer that partially. I cannot give you a gen- 
eral picture but, yes, there are. The Pennsylvania, for example, has a 
voluntary contributory plan that is open to all employees. 

1 think Mr. Symes testified here in August that some 45,000 Penn- 
sylvania employees were participants in that plan. 

There are certain other railroads that also have some sort of sup- 
plemental plan but I do not have any complete study or picture of the 
railroad industry as a whole. I know that the Baltimore & Ohio also 
has a supplemental contributory setup. I would not be able to gen- 
eralize. 

The Cuarrman. Are all of the supplemental retirement programs 
of the railroad industry, whether they be for an individual railroad 
or a group, made on a contributory basis or are there some in which 
the industry assumes the entire responsibility ? 

Mr. Loomis. I am just reminded that the Western Pacific, for whom 
Mr. Whitman will be a witness, does have a supplemental plan that is 
not contributory. 

The Cuarrman. Is that the only one, to your knowledge? 

Mr. Loomis. I am not certain about the Southern Pacific. 

I have an impression that they also have one but I cannot be sure 
of that. 

The Cuarrman. I have used more than my allotted time but I 
did want to ask you this one additional question. 

I am searching for some answers to some things that are some- 
what disturbing to me regarding the overall picture. 

You have shown in your statement a decline in employment which, 
to me, is alarming. As a matter of fact, you have shown that the 
number of people employed in the railroad industry has declined since 
1945 from 1,420,266 in class I railroads, to 840,100 in 1958, and I am 
advised that at the present time there are approximately 820,000 
employees. 

Mr. Loomis. I understand that January shows 810,000. 

The Cuamman. 810,000. 

Do you see under present procedures and policies any chance for 
that situation or alll to change? 
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Mr. Loomis. Only through increased revenues and increased aygij. 
able funds for additions and betterments and for maintenanee, 

The Cuamman. There are some 725,000 individuals drawing bene. 
fits from the railroad retirement, fund. 

Mr. Loomis. That is right. 

The Cuatrman. How long can such a system last where you haye 
as many people drawing from the fund as there are paying into jt} 

Mr. Loomis. I think that is a very serious question. I think the 
day may well come unless there is an improvement and particularly 
as long as benefits continue to increase and employment to go down, 
when the Congress may well have to look to the general funds of the 
United States in order to maintain the system. 

I do not think the railroads and the employees can keep on doing 
it if this trend continues. 

The CHamrman. Well, it is a matter that gives me a great deal of 
concern. 

Mr. Loomis. It does us, too. 

The CuarrMan,. On the other hand, I am fully aware that the rail- 
road employees and the railroad industry are paying substantially the 
same rate as is being paid by people in Government and other retire. 
ment systems; naturally not social security but other special funds, It 
is amazing to me to find that the total taxes paid to the retirement 
fund by the railroad industry is somewhat in line with the other ma. 
jor industries of the country, either a little more or a little less, than 
what the railroad industry is paying into its retirement fund. 

I am also told that those systems are worked out on a completely 
actuarial basis that will stand up. When we have a declining person- 
nel in as great an industry as the railroad industry and with increased 
withdrawal from the fund, it seems to me that something else is 
ing to have to be done and somebody had better start thinking along 
those lines. 

Mr. Rogers of Texas. Mr. Chairman, may I ask a question ? 

The Cuarrman. Yes, Mr. Rogers. 

Mr. Rocrers of Texas. Mr. Loomis, I notice in glancing over your 
statement the reduction in ton-miles from 1929 to 1957. 

Now, has there been a reduction between 1957 and 1958, too? 

Mr. Loomis. The revenue ton-miles handled by the class I railroads 
in 1957 were 618,200 million in round figures and in 1958, 550 billion 
or a reduction of approximately 68 billion ton-miles, revenue ton 
miles. 

Mr. Rocrrs of Texas. Let me ask you this question: Is 46 percent 
of the ton-miles hauled in 1957 less or more than 74.9 percent in 1929! 

Mr. Loomis. It would be more in terms of ton-miles. 

Mr. Rogers of Texas. Do you have any idea how much more? 

Mr. Loomis. The ton-miles in 1929 in round figures were about 450 
billion. 

In 1958 they were about 550 billion. 

Mr. Rogers of Texas. On page 5, with relation to your passenger 
traffic, I noticed that between 1929 and 1957 you have lost almost 60 
percent of ‘your passenger traffic. Now, the same question: Would 31 
percent of the traffic in 1957 be the same as 76 percent in 1929? 

Mr. Loomis. It will be much less. ; 

Maybe I can give you the figures ina moment. For all railroads in 
1929 the revenue passenger-miles was 31,165 million, whereas for 1958 


side 
mo! 
wou 


the 
able 


ng 


See 


in 
58 


RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 239 


it was 23,300 million, or a drop of approximately 8 billion revenue 
assenger-miles. 

Mr. Rocers of Texas. If this keeps on going down, you are going to 
be out of the passenger business before long, are you not, Mr. Loomis! 

Mr. Loomis. This is a very dark picture. 

Mr. Rogers of Texas. I notice the decline in your employment. How 
much of that decline percentagewise would you attribute to your loss 
of passenger traffic? aM 

Mr. Loomis. Possibly it might be better if we furnished a statement 
with respect to that, Mr. Rogers, rather than trying to guess. 

Mr. Rogers of Texas. I would like if you could, but I have one other 
question. According to your own figures, it would all be attributed 
to loss of passenger business, would it not ? 

Mr. Loomis. No, because when you take it over into terms of reve- 
nue, you have had such a vast increase in expenses along with in- 
creased revenue that the margin between expenses and revenue has 
steadily gone down. 

Mr. Rocers of Texas. Now, suppose you get clear out of the pas- 
senger business. How will that affect your present employment 

res? 

Mr. Loomis. In terms of percentage, I cannot tell you offhand. It 
would certainly affect it, particularly in purely passenger stations. 

Mr. Rogers of Texas. Would it not affect it more, Mr. Loomis, than 
the reduction of a like percentage in your freight business? 

Mr. Loomis. That would be possible if you went out of it completely 
to where your purely passenger stations were shut down. 

Of course, where you have joint freight and passenger offices, as 
you do at smaller points, the effect would not be so great. 

Mr. Rogers of Texas. Your unemployment situation insofar as bur- 
den of the unemployment fund is concerned would be increased con- 
siderably if you lost more employees because you were going to lose 
more passenger traffic than if you lost a like amount of freight traffic, 
would it not ? 

Mr. Loomis. I would suppose so, but I think the unknown factor is 
the amount of money that a reduction in expenses would make avail- 
able for other purposes, such as the operation of your shops. 

Mr. Rocers of Texas. Does it not take more people to operate your 
passenger service directly than it does your freight service? 

Mr. Loomis. Well, per train? 

Mr. Rocrrs of Texas. Per train. 

Mr. Loomis. Of course, it would depend. If you were running a 
passenger train with dining cars and pullmans, you would have more 
employees per train than you would on a freight train. 

A straight coach train might very well be about the same. 

Mr. Rogers of Texas. What are the railroads doing to recover this 
lost passenger traffic and to stop the downtrend ? 

Mr, Loomis. Well, there again it is very difficult to generalize. I 
can particularize and, as you have probably seen, some railroads have 
put in lower fares. Some railroads are running sleepers at coach 
fares. The Santa Fe just recently put in a package meal deal on its 
El Capitan train between Chicago and the coast. The Wabash, I 
think, started free coffee hours. 

Mr. Rocrrs of Texas. I am glad to know that. I have seen them 
advertised, but I have never been able to get them. 
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Mr. Loomis. The Missouri Pacific has tried several innovations, 

Mr. Rocers of Texas. Don’t you think it is a great opportunity to 
recover a lot of that passenger business ? 1 

Mr. Loomis. I certainly hope so. 

Mr. Rocers of Texas. I believe that is all, Mr. Chairman. 

The Cuairman. Mr. Bennett, any questions ? 

Mr. Bennerr. Mr. Loomis, is it true that the railroad industry pays 
more in unemployment taxes than other industries do under State 
laws? 

Mr. Loomis. That is correct. 

Mr. Bennett. However, it is also true that what is paid in the yp. 
employment compensation fund is also used to pay sick benefits ang 
other benefits of that nature. 

Mr. Loomis. That is right. 

Mr. Bennett. It all comes out of the same fund, whereas, under 
the State system, the tax is purely for unemployment. 

Mr. Loomis. There are a few States that have sickness benefits, but 
where they do have them it is generally either on a contributory 
basis or the employers pay the tax for those benefits. I believe there 
are four States. 

Mr. Bennett. There is an additional tax, then, for that purpos, 

Mr. Loomis. A separate tax as I understand it, which is either 
contributory or paid by the employee. 

Mr. Bennett. Most industries of any size today do have, in addi- 
tion to unemployment taxes which they are required by law to pay, 
either a voluntary or contributory plan, partially voluntary and par- 
tially contributory, for sickness benefits, accident insurance bene- 
fits, and things of that type which, if added to the unemployment 
tax, would increase the overall cost of other industries. 

Mr. Loomis. I couldn’t say most industries. Some do. According 
to our figures out of a work force of 51 million in nonagricultural 
employment, only about 2 million have supplemental benefits aside 
from the State unemployment insurance laws. 

Mr. Bennett. However, take other big industries. The railroad 
industry is a big industry. Take the steel industry or the automobile 
industry and industries of that type. They all have supplementary 
agreements, if you want to call them that, to pay sick benefits, and 
provide reduced premium cost for accident and life insurance and 
that sort of thing. 

Do you have any figures on how much that kind of a plan, for 
example, with those additional costs, would amount to as far as the 
steel industry is concerned ? 

Mr. Loomis. Steel and automobiles are the only ones that I can 
put a finger on and the best that we can get on that is that their 
average cost runs about 3 cents an hour. 

Mr. Bennett. What would it amount to in percentage? You pay 
what for unemployment—3 percent ? 

Mr. Loomis. Three percent. 

Mr. Bennerr. And the steel people pay 2 percent, do they, or 2 
and a fraction ? 

Mr. Loomis. But on a lower basis. Your State base generally 


averages $250. I can’t pick it out by States, but Mr. Calhoun will 


have those figures, I believe. 
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Mr. Bennett. If you added to the unemployment tax the cost 
that steel pays for these other benefits, approximately how much 
would that raise their tax ? 

Mr. Loomis. Your average today for unemployment under the 
State acts is 2.3 cents against 6.1 cents for the railroads. If you 
added that 3 cents you would get 5.3 cents for steel against 6.1 cents 
for the railroads. 

Mr. Bennett. Five and three-tenths ? 

Mr. Loomus. Yes. 

Mr. Bennett. I mean if you add those extra things, it narrows the 
difference between what your industry is paying and what these other 
industries pay. , ' 

Mr. Loomis. It would narrow the difference. As I say, according 
to our figures, there are 2 million out of a work force of 51 million 
nonagricultural workers that have the supplements. 

Mr. Bennetr. On page 16 of your statement you mention the part 
of the dollar that comes from operating revenues that goes into wage 
costs. Do you have any figures as to what that ratio is in comparable 
industries ? 

Mr. Loomis. They are available. I do not have them with me, al- 
though we can supply them. They are available and published. 

Mr. Bennetr. Would this ratio in the railroad industry be much 
different from any of the others? 

Mr. Loomis. It would be very much higher. 

Mr. Bennett. Higher than steel ? 

Mr. Loomis. Yes, quite a lot higher than steel. The closest to the 
railroad figure on labor cost would be in the coal mines. My recol- 
lection is that that runs somewhere in the neighborhood of 40 cents 
out of the revenue dollars. We can supply those figures. 

Mr. Bennett. In wage costs are you figuring the cost of the pen- 
sion system and the unemployment cost ? 

Mr. Loomis. That’s right. 

Mr. Bennetr. Regarded as wage cost ? 

Mr. Loomis. Yes. 

Mr. Bennett. Do you have figures on any other specific industries 
with you on that ? 

Mr. Loomis. On the wage costs? 

Mr. Bennett. Yes, geared to operating revenue. That is what 
you are gearing it to. 

Mr. Loomis. The Department of Commerce publishes a ratio of 
wages and salaries to value of sales. For all manufacturing in 1956 
that ran 23.3 cents; 1956 are the latest published figures. All manu- 
facturing ran 23.3 cents. Iron and steel and their products, which 
represents the primary and fabricating metal industries, ran 29 cents; 
machinery, including electrical, 30.8 cents; lumber and furniture, 
29.6 cents; textile mill products, 25.2 cents; rubber products, 23.4 
cents; and chemicals and allied products, 19.5 cents. 

I do not have the mining figure here. 

Mr. Bennerr. Would gross sales be the same as operating revenues? 

Mr. Loomis. That is right. The railroad figure for 1956 on that 
basis was 50.5 cents. 

Mr. Bennett. Would there be included in the figures you are 
reading taxes, pension benefits, sick benefits, and all those things? 

Mr. Loomis. No; this would be just the ratio of wages. 








242 RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 


Mr. Bennett. The pension, unemployment insurance, and that gop 
of thing is not computed there ? 

Mr. Loomis. Wouldn’t be computed on either the railroad side op 
the others. 

Mr. Bennetr. How would adding that affect the figures ? 

Mr. Loomis. I don’t know of any way to get such figures. 

Mr. Bennett. It would have an effect, though, wouldn’t it? 

Mr. Loomis. It would have some effect, but with the small propor. 
tion that are covered, I don’t believe it would have a very great effect 

Mr. Bennett. I am just trying to get an idea of what these cogts 
would be in industries comparable to your own. That is the Purpose 
of my questioning. 

Mr. Loomis. I understand that. 

Mr. Bennett. I just have one or two other questions. 

Have you read the article in the January 26, 1959, issue of the Rail. 
way Age, by Mr. Forgash ? 

Mr. Loomis. Yes. 

Mr. Bennett. Maybe this isn’t a fair question; and if it isn’t, don't 
answer it. Do you think the railroads should take any of the re. 
sponsibility whatsoever for the situation that they are in? In other 
words, Has the railroad industry itself progressed over the last 50 
years like automobiles and steel and industries of that type in their 
methods of doing business? 

Mr. Loomis. I think they have progressed a great deal in progress 
and in modernization, particularly when you consider the competing 
factors largely supported by Government funds in one way or another, 
Certainly the outstanding example is the complete revolution in motor 
power in the last 10 years, really, the quite rapid development of 
piggyback service in recent years. 

es; with all the handicaps and the changes in conditions that 
the railroads have been faced with, I would answer that I think they 
have done a pretty good job. 

Mr. Bennett. The piggyback service is something more or less 
that was forced on the railroads; wasn’t it? It wasn’t their idea; was 
it? 

Mr. Loomis. I would have to disagree with that. 

Mr. Bennett. I take it from what Mr. Forgash says that some other 
people had something to do with selling the railroads this idea. 

Mr. Loomis. There are differences in the manner of approach, but 
railroads themselves, with their own trucks, started piggybacking 
some time back. 

Mr. Bennett. Here is an interesting question that was asked him, 
and an interesting answer. I am speaking now of this article in the 
Railway Age. Mr. Forgash was asked: 


From what you say, I take it you see big things ahead for the railroad 
industry. Is that right? 


Answer: 


I do indeed. I believe the railroads are on the threshold of the most dynamic 
and profitable years of their entire existence. They are just beginning to see 
the real potential of their private rights-of-way. They have done a tremendous 
modernization job already. They have, right now, the means to produce mass 
transportation on a cost level unequalled by any other form of transportation 
anywhere in the world. 
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Man to man, organization to organization, they don’t need to take second 
place to any other industry. é ; 

I would term the period of 1929 to 1949 the period of “bewilderment.” Since 
then they have come to better understanding of their problems. No doubt an 
expression of their initiative in producing transportation at the lowest possible 
rates will find a more favorable climate under the revised Transportation Act 


of 1958. 
Is there any merit to what Mr. Forgash says ? 
Mr. Loomis. Certainly. 
Mr. Bennett. He was asked this question : 


Is there any chance of piggyback offering a solution to large passenger service 
losses of the railroads? 


Answer : 
I think so; very definitely. 


Do you agree with that? 

Mr. Loomis. That I would hesitate on. About the only answer you 
can make to that, I suppose, Mr. Bennett, is the realistic one that if 
your freight traffic is way up with a heavy income-producing traffic, 

ibly you don’t worry so much about deficit traffic as you do when 
our freight traffic is down and you have no cushion with which to 
absorb the deficit in the other lines of business. 

Mr. Bennett. He says something about roller-bearing piggyback 
cars being incorporated in simple passenger trains. Is that a 
possibility ? : 

Mr. Loomis. Roller bearings are under constant study, and are in 
more or less general use. It is very expensive to equip your cars with 
roller bearings. Progress is being made. I am not enough of a 
mechanic to enter into all the merits or demerits of roller bearings. 

Mr. Bennerr. I am not an expert in this field either, and Tie 
recognize the problem that the railroads have had in competing with 
other subsidized forms, highly subsidized forms, of transportation, 
particularly the airlines. 

One of the problems this committee has now is the further sub- 
sidization of their operations. However, in spite of the subsidies 
which competing forms of transportation have, it does seem to me 
that the railroads haven’t been as vigorous and alert in changing 
their methods of doing business-as have some other industries and 
some other forms of transportation, which may be the answer to part 
of the trouble. 

Mr. Loomis. That again would be a matter of opinion and study. 

One thing, of course, that enters into all modernization and improve- 
ment is how much money you have available on which to go ahead. 
The question of money is a very big factor. 
_ Mr. Benyerr. Mr. Chairman, I think this is very interesting and 
in many respects an informative article. It isn’t very long. I would 
like to ask permission to have the article inserted in the record at 
this point. 

The Cuamrman. Let it be inserted in the record. 
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(The article referred to is as follows :) 
{From Railway Age, Jan. 26, 1959] 


FORWARDERS FIND NEW PROFIT IN PIGGYBACK 






Morris Forgash, president of U.S. Freight, helped set a new pattern in piggy. 
backing in 1958. Now he sees fast growth ahead—with big gains for both 
forwarders and railroads. 













Question. Mr. Forgash, we hear increased talk that forwarder traffic wil] bring 
on major changes in railroad piggybacking—set it on a faster growth curve, g 
to speak. As one of the major forwarders, do you think this prospect likely? 

Answer. I certain do. A number of railroads, as you know, have published 
rates aimed at helping bring this about. Our company, along with other fop. 
warders, has proposed numerous rate changes based on these underlying rail rates, 
Unfortunately, the ICC suspended our rate proposals after receiving protests from 
motor carriers. I have hopes, though, for a reasonably early decision. Some 
major shipper groups have now intervened in our support, as you know. 

Question. You’re talking here about two kinds of piggyback, are you not— 
one where you provide the trailers, and another where you provide both trailer 
and flatear? 

Answer. Yes. And you realize, of course, that we already are piggybacking 
quite a lot of business under both plans. 

Question. Just exactly how do railroads benefit from all this? 

A. Well, I think some arithmetic will answer that. In a recent month, og 
subsidiary, Universal Carloading, moved 765 boxcars, Chicago to Los Angeles, and 
the average loading per car was 19,633 pounds. The railroads received $658 per 
car, On an average, for this business. During the same month, we moved %4 
flatcars, piggyback, between Chicago and Los Angeles. Average weight per car 
was 61,918 pounds, and the average per-car revenue we paid the railroads was 
$1,009. That was all plan IV business, where we provided both flatcars and 
trailers. 

Question. You mean that when you provided the basic vehicle the revenue to 
the rail carriers was higher than when the carrier provided it? 

Answer. Exactly. And it points up, to me, a real paradox in transportation, 
That $658 the railroads received for boxcar movement isn’t the whole story, 
Now, if you figure it costs the railroad, conservatively, $58 to handle that car 
at the terminals, you trim the gross back to $600. Then you have to figure some 
thing for empty mileage, say 20 percent to be safe, and you can knock off still more 
of their revenue. Figure 4 cents a mile to own and service the car and you 
finally get that $658 down pretty low—and you've still made no allowance for 
anything like common carrier liability. 

Question. In other words, the railroad not only gets more revenue for handling 
your traffic piggyback, but actually keeps a bigger percentage of it? 

Answer. That’s how it figures out. On the example I mention, the average load 
per flatear was about three times that of each boxcar. Of even greater signif- 
cance, I think, is the release of tremendous capital investment by the railroads 
for other urgent purposes. The replacement cost in today’s market of a modem 
rollerbearing boxcar is around $10,000. In 1 single month of our experience, 
barely the beginning of the operations, the capital saving to the railroads was 
approximately $4 million. The potential in that direction is fantastic. Another 
source of potential saving lies in elimination of loss and damage claims. Since 
this service was started, not a single dollar in claims has been filed against a 
rail carrier. 

Question. I can see where that would appeal to a railroad, but where does 
your company fitin? Where does your payoff come? 

Answer. Well, we effect substantial savings in terminal freight costs. Piggy- 
back enables us to eliminate a great deal of rehandling and transfer. For 
example, a large part of our business in the Midwest feeds into Chicago via com- 
mon carrier trucklines. We are now beginning to load solid truckloads of con 
solidated shipments at Detroit for Los Angeles and San Francisco. The trailer 
arrives at Chicago and is loaded on a flatcar for destination. We avoid re 
handling over a warehouse platform. That’s a big economy for us. We're also 
having some success in loading trailers at origin in store door delivery order, 
which eliminates physical rehandling over the platform at destination. 
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Question. Lets’ go back, for a moment, to the rate proposals suspended by the 
Ico. Motor carriers protested those rates, did they not, on grounds that you 
were invading their field? 

Answer. They say that. But essentially what we’re proposing isn’t inimical to 
motor carriers. 

A few months ago some trucking organizations were contending that they 
would be put out of business by our piggyback operations. Now, 6 months later, 
nothing has happened to justify their fears. It boils down basically to the 
understandable feeling that one does not like to see added competition. I am 
confident the Commission is going to evaluate the situation in a most objective 
and impartial manner. I am certain that no “Chinese Wall” will be built around 
anybody’s business simply because he feels he has squatter’s rights and doesn’t 
like additional competition. 

Actually, I think it’s more a case of the trucks invading our field than the 
other way around. As we’ve pointed out to the Commission, forwarders have 
published volume rates for years and these present proposals are nothing more 
than a move to stay competitive. 

Question. If this is a competitive fight with the motor carriers, how do your 
costscompare? That must enter this picture in a big way. 

Answer. Well, take a trucker. His minimum cost for a well-equipped diesel 
tractor is about $20,000 and the cost of an aluminum trailer is approximately 
$7,500. So his total capital investment is $27,500. 

By comparison, the cost of an 85-foot flatcar is about $15,000. Steel trailers, 
which cost less, can be purchased for approximately $4,500 each. The total 
capital investment by rail figures $24,000 for the flatcar and two trailers. The 
comparable investment for hauling two trailers on the highway is two times 
$27,500 or $55,000. 

Question. But that isn’t the whole cost for either carrier. How do operating 
costs compare? 

Answer. Of course, there are other expenses. Let’s reduce them to per-mile 
costs. Owning and operating a flatcar won’t run about 5 cents per mile. Cal- 
culate two trailers at 1% cents or a total of 3 cents per mile. Add to that 
the terminal-to-terminal cost of 42 cents a mile provided in the railroad tariff, 
and it all adds up to total of around 50 cents. To that must be added a 
reasonable allowance for empty car movements which would bring you in the 
neighborhood of 62 cents per mile. Now, there is just one additional cost, 
as I see it, and that is moving trailers to and from railroad yards and loading 
on the flatcars. This item runs about $35 a trailer or $140 for two trailers 
on a flatear. Reduced to a mileage basis—2,200 miles from Chicago to Los 
Angeles—you get around 6% cents per mile. 

When you add all this up you arrive at an overall cost of 69 cents per 
flatear or 341%4 cents a trailer mile, door to door. The best estimate I have 
of comparable cost over the highway is 35 cents. 

Question. Well, the trucker can use piggybacking too, can’t he? A lot of 
railroads have plan I piggyback and are out seeking motor carrier business, 
as you know. 

Answer. That is true and it raises an interesting point. These are contract 
arrangements, with railroad furnishing flatcars. No guaranteed round trip 
load factor is required as it is under plan IV piggyback. Yet railroads make 
available to the trucker a much lower cost per trailer-mile. I have always had 
grave doubts as to the legality of this arrangements, and I haven’t been per- 
suaded that in the long-range viewpoint it is in the best interest of the railroads 
themselves. 

After all, these arrangements can only work out terminal to terminal in 
the longer hauls, and that is exactly where railroads are trying desperately 
to compete. When a motor carrier goes off the highway onto the “back” of a 
railroad he is no longer, in fact, operating as a motor carrier in accordance 
with his certificate. The arrangement certainly isn’t a “true” joint rate in the 
accepted sense of the term. If you get down to the substance of the law, and 
outline what the motor carrier actually does alongside the forwarder defini- 
tion contained in the Interstate Commerce Act you will be hard put to tell the 
difference. What I mean is, the motor carrier is actually performing for- 
warder service without a forwarder certificate. The basic tenet of law is to 
recall what one does and not what one calls himself. This entire question may 
have to be answered in the near future. 

Question. But forwarders can consolidate and use railroad piggyback because 
that’s the nature of their business? 

Answer. Yes. 
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Question. Mr. Forgash, just how did you come into piggyback? What pro- 
pelled your companies into it after railroads had been offering the service jp 
other forms for at least 6 years? 

Answer. It was a combination of things. You don’t just sit down and gay 
“T’ll think this thing out.” It started, I’d say, when we were looking into the 
tank car situation. There you have about an 80-cent-per-mile general rate leye 
on cars owned or leased by shippers. A railroad pays a 4-cent mileage allowange 
for the right to move it, including the “privilege” of moving it empty,:by the 
way. So the real rate is 72 cents, or 36 cents one way, and for this the rajj 
carrier also provides terminal services. That got us thinking that something 
similar to this might apply in our case. Out of a lot of work and talking to q lot 
of railroads, this thing took shape. 

Question. You appear to have approached this thing from the angle of egy. 
mile costs, not on any specific rate on any specific commodity or group, is that 
right? 

Answer. Yes. The real measure of railroad earnings is revenue per ¢ar. 
The “car” is the basic factor of calculating railroad costs. Car utilization jg 
what counts. We are putting our emphasis on that and I think this approach 
promises to open new vistas in railroad thinking and ratemaking. I don’t say 
that forwarders hold the panacea for all the ills in the railroad industry, but | 
do think that in piggyback plans II, III, and IV may well lie the beginning of the 
answer to many of their compettitive problems. 

Question. I’ve heard discussion, Mr. Forgash, that the entry of forwarders 
into piggybacking, and railroad publication of these plan III and plan IV rates, 
will, as they say, undermine the whole rate structure. Do you want to comment 
on that? 

Answer. In the first place, I don’t think there’s any danger of that. The 
time is coming, however, when rail carriers are going to have to take some kind 
of new look at the atomic composition of a freight rate. The emphasis will have 
to shift more toward car-mile earnings and away from the traditional factors of 
cost and value of service, common carrier liability, what the traffic will bear, 
empty movements, and things like that. They have gone to the incentive rate 
idea already, and variable minimums, increasing per-car revenue by encouraging 
heavy loading. 

Question. Let’s go on to another area of this thing, the matter of service 
How are the railroads doing on that score, as far as your piggyback operations 
are concerned? 

Answer. Good, with a few exceptions here and there. We keep after this, of 
course, and one measure of how well we’ve done is in our daily mileage. It 
hasn’t been too uncommon to roll our piggyback cars 500 miles a day and we'ye 
been averaging 450 miles on all our cars. We keep them busy. 

Railroads, as you know, have initiated drastic improvements in line-haul 
service in recent years. Just a few weeks ago you had announcement of thin 
midnight service, Chicago to Los Angeles. It wasn’t too long ago that it was 5 to 
7 days, and sometimes pretty haphazard at that. We now get second midnight, 
Los Angeles to San Antonio and from Los Angeles to Memphis it’s 2 a.m., fourth 
morning. 

Question. And you see more improvements coming? 

Answer. Oh, yes, I also foresee that the railroads will have to change their 
concept on the economics of long heavy-tonnage freight trains. They're going to 
have to seek a more direct relationship between the ton-mile cost of moving 
the train and the contents of cars in that train. The revenue on a 100-car coal 
train is one thing; and the revenue on a 50-car train of manufactured products 
is quite another. 

Question. You think, then, that these changes aren’t too far in the future? 

Answer. It’s a matter of months, I’d say, rather than years. The speed you 
get between your tonnage storm center is going to get faster. After all, what 
does a shipper buy when he buys transportation? It’s not the mode of transport. 
He’s interested in elapsed time and price. 

Question. Pertinent to this service competition, if we can call it that, I under- 
stand motor carriers move a lot more LTL than truckload between the Pacific 
coast and the Midwest. Is that true? 

Answer. Something like 75 percent of the motor carrier business in transconti 
nental territory is LTL. That comes back to what we were discussing earlier, 
this argument over our rate proposals. What is a truckload lot, anyway? 
Twenty years ago, when you had 20-foot trailers, it was 20,000 pounds. Now 
your trailers are up to 40 feet and the truckload of yesterday is the LTL of today. 
Rates, of course, grew up around the old basis. 
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There’s one myth surrounding today’s truck service that has to be challenged 
and broken. The public sees a truck on the highway and figures it was backed 

somewhere, loaded, and is on its way. That’s very seldom the case. Truck- 
ers consolidate, the same as forwarders. Actually, when you talk about trucks 
and forwarders today you are talking about the same kind of business. 

Question. One other point, Mr. Forgash. Your companies have various types 
of equipment—General American cars, Flexi-Vans, and you recently joined 
Trailer Train. How do you coordinate these different types of equipment, or 
is that a problem? , 

Answer. It is a problem, with us and everyone else, though it hasn’t bothered 
us too much yet. We've even been able to interchange some of this equipment 
through a little ingenuity. And we’re greatly interested in any move to stand- 
ardize piggyback equipment. 

Question. Is there any likelihood that through a company like United States 
Freight, where you have these different types of equipment under single own- 
ership, you might make some contributions to this standardization idea? 

Answer. That is a question I’m especially interested in right now. At the 
National Defense Transportation Association convention in St. Louis a few 
weeks ago, that organization recognized the necessity for standardizing con- 
tainers and other equipment for both piggyback and fishyback service. The mili- 
tary people are interested and the subject was thoroughly discussed. 

After the convention, NDTA’s executive committee appointed a committee— 
the committee of containerization and standardization—of which I have the 
honor of being chairman. Since then, we have begun a “crash” program on this 
problem and are already making progress. 

Question. Who’s on this committee? 

Answer. Well, we have been fortunate to enlist such men as Champ Carry, 
president of Pullman; Herbert Rogge, president of the Car & Foundry Division 
of ACF; Roy Fruehauf, of Fruehauf Trailer; W. A. Burns, president of Trail- 
mobile; Gen. F. T. Voorhies, Assistant Chief of Transportation; E. M. Fitch, 
Department of the Interior; J. P. Newell, vice president of the Pennsylvania. 
There are others, too. The committee is approaching standardization of the 
basie container or truck body at 40 feet and multiples thereof—down to 20- and 
10-foot boxes, for instance. Further meetings will be held in the next few weeks 
and I’m sure we will make quick progress. After we agree on a definite standard 
we'll then go to work on the matter of construction. It has to be something 
practical and economical. 

Question. Mr. Forgash, is there any chance of piggyback offering a solution 
to large passenger service losses of the railroads? I noticed you mentioned this 
in a recent speech. 

Answer. I think so, very definitely. There’s no reason why roller bearing 
piggyback cars can’t be incorporated in symbol passenger trains, particularly 
on longer runs. This could compensate for passenger revenue deficits and the 
reduced volume of passenger traffic. If it’s done with demountable truck bodies 
of anodized aluminum of varying shades of color this equipment will harmonize 
with the motifs of the most luxurious passenger trains. In other words, eye 
appeal need not be sacrificed. 

Question. A short time ago, you said in a speech that we may see transconti- 
nental freight moving across the Nation in 48 hours. What basis do you have 
for that opinion? 

Answer. That prediction is not as farfetched as it might appear to be on the 
surface. It’s already in effect in passenger service. You leave New York at 
6 p.m. and arrive in Los Angeles 9 a.m. third morning, after a 9-hour stopover 
in Chicago for connections. Just think—performing such service on one of their 
most unprofitable segments of business? What is needed is high speed trains 
comprised of roller bearing equipment. I also think we'll see development of 
an atomic-powered locomotive inside 10 years. We already have atomic sub- 
marines. An atomic-powered ship is on the drawing board and we are on the 
threshold of atomic-propelled aircraft. The railroads will be able to capitalize 
on what the Federal Government is spending to develop these atomic-powered 
plants for other forms of transportation. 

Question. From what you say, I take it you see big things ahead for the rail- 
road industry. Is that right? ‘ 

Answer. I do indeed. I believe the railroads are on the threshold of the most 
dynamic and profitable years of their entire existence. They are just begin- 
ning to see the real potential of their private rights-of-way. They’ve done a 
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tremendous modernization job already. They have, right now, the means to 
produce mass transportation on a cost level unequaled by any other form of 
transportation anywhere in the world. Man for man, organization for organiza. 
tion, they don’t need take second place to any other industry. 

I would term the period of 1929 to 1949 the period of “bewilderment.”  ginge 
then they have come to better understanding of their problems. No doubt an 
expression of their initiative in producing transportation at the lowest possible 
rates will find a more favorable climate under the revised Transportation Ag 
of 1958. 

Mr. Bennett. That is all I have. 

The CHarman. Mr. Flynt? 

Mr. Fuynt. Thank you, Mr. Chairman. 

Mr. Loomis, during your industrial relations conferences, your 
labor-management conferences, has any joint effort ever been made to 
remove from the jurisdiction of Congress the question of railroad 
retirement increases, both increased benefits and increased costs? Has 
that been presented to one of these joint discussions to remove it from 
the realm of controversial legislation ¢ 

Mr. Loomis. No; I would have to answer that in the negative, Mr, 
Flynt. 

Mr. Frynt. Do you feel that a combination of railway labor repre- 
sentatives and railway management representatives would be better 
qualified and have more resources available to them to study to resolve 
these differences by mutual agreement rather than throwing it into 
the Congress ? 

Mr. Loomis. I think I would have to agree with that. 

Mr. Fuynr. Yet you say that no effort has ever been made to arrive 
at such a uniform approach and one that could be ascribed to by both 
railway labor and railway management ? 

Mr. Loomis. I think that is correct, with this exception. You recall 
that the Retirement Act itself, in its origin in 1937, finally came out 
as the product of negotiations between management and labor and 
was a joint agreement presented to the Congress by both sides. 

The original, and I don’t mean the early acts which were contested 
in the courts, but the act which actually went into effect and became 
law was the joint product of negotiation. I believe the 1950 or 1951 
amendments to the retirement and the unemployment acts were finally 
the result of a joint negotiation. 

Those are the only two that I know of. Insofar as unemployment 
is concerned, the railroads were originally under the State acts. The 
labor unions sought a Federal act. The railroads opposed it, but 
the Congress passed the Federal Unemployment Act and that has 
remained on the books ever since, with amendments. 

Mr. Fiynvr. I am going to make an assumption here which I be- 
lieve is a correct assumption: that railway management and rail- 
way labor are both mutually interested in maintaining high operating 
revenues, maintaining maximum railway employment and, third, in- 
creasing, retirement and wage benefits whenever the economic condi- 
tion of the railway industry will permit. 

Mr. Loomis. I can subscribe to that. 

Mr. Fiynr. Since you subscribe to that assumption, I wonder if you 
also would agree with me that each of these three highly desirable ob- 
jectives could be more adequately and more promptly arrived at by 
Joint negotiations between railway management and railway labor 
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than by causing it to be year in and year out made the subject of 
congressional legislation ¢ 

Mr. Loomis. Yes; I think I would agree with that. 

It is possible, however, that you might need some form of skilled 
arbitration that could really study such questions where the parties 
themselves could not reach final agreement, but I think it would be 
better done either through negotiation or arbitration than it can be 
done with all the business that confronts the Congress. _ 

Mr. Fuynt. I mention those things because I am considerably dis- 
tressed by the continually and constantly decreasing numbers of rail- 
road employees. 

I thin that it is a nationwide condition. I know of no railroads 
that operate through my section of the country, indeed I know of no 
railroads that operate anywhere in the United States in which em- 
ployees have not suffered tremendously from layoffs, sometimes up to 
as much as 50 percent to 60 percent decreases in number of employ- 
ees on their active rolls. 

I think that your particular industry is one of the few industries in 
our Nation, in our entire national economy that has not only failed to 
keep pace with but has fallen behind economic growth both nation- 
wide and percentagewise. 

Am I correct in that 

Mr. Loomis. You are correct. 

Mr. Fiynr. Along the lines of Mr. Bennett’s questions a moment 
ago, I wonder if there has been any movement toward joint coopera- 
tion between railway management and between railway labor and 
representatives of each to do a better job of merchandising the serv- 
ices that the railroads in this country have to offer. 

You, in your industry, are concerned with selling a service whereas 
some other industries are concerned with selling a product, but serv- 
ices require merchandising in an attractive manner just as products 
do. I wonder if there have been any real efforts made toward mak- 
ing it possible to merchandise these railroad services in a manner 
which would be more attractive to the using public. 

If the answer to that is “no,” I wonder if a great many of the 
problems could not be worked out by such a joint enterprise by rail- 
way labor and railway management. 

Mr. Loomis. That is a pretty difficult order to answer. 

There have been some efforts. You may recall that there was a 
jot committee during the 1930’s that made studies of the transporta- 
tion system, made some recommendations to the Congress. 

I think there is general agreement between labor and management 
ona number of regulatory phases. 

You will recall that in the hearings last year, the railroad brother- 
hoods supported the railroads in their efforts toward greater freedom 
of ratemaking, in the repeal of the freight tax, and on the agricultural 
exemption and the private carriage question. On certain other things 
there were differences between us. 

Before those hearings last year, there were several conferences held 

tween management and labor with respect to the program that was 


submitted to Congress. Part of it was labor supported. Some parts 
they disagreed with. 
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I think on the question of transportation diversification, for gx. 
ample, their statement to the committee was that they had not yet 
been able to see where that would be of any advantage to them. They 
therefore did not support it. ? 

Mr. Fiynt. I want to come back a little more to this question of 
merchandising the service that you have to offer. Whether we like 
it or not, we are living in an age of advertising and in the age of 
“the hucksters.” A great many people buy something not because jt 
is really what they want but because it has been made to seem very 
attractive to them. 

As I view it and as personal observations as well as letters from 
constituents have indicated, this is one industry where the service jg 
not substantially more attractive than it was 50 to 60 years ago. 

Last year, when we were considering another piece of legislation, 
the question came up about a particular service rendered in the peach. 
growing section of my State, and, as anybody who has ever fooled with 
peaches knows, they are a highly perishable agricultural commodity, 

This arrangement which had been worked out between this peach- 
grower and the railroad which served his packinghouse was that a 
special agent would be there to receive the shipment and to seal the 
car and to issue the bill of lading, and that the special agent would 
be there from 9 in the morning to 5 in the afternoon. Betvyeen | 
o’clock and 3 there was a considerable shower of rain which delayed 
the peach-packing processes and delayed the loading of the car. The 
car lacked a few crates of being filled at 5 o’clock. ‘Two or three mor 
minutes would have enabled that car to be iced and get on the way that 
day. 

At 5 o’clock the agent left. That car remained uniced for the re 
mainder of the night because it was 6 miles from an icing station. 

The next morning the few remaining crates were loaded and the 
car was closed, but the peaches were ruined as a result of the unpar- 
donable delay. 

The result of that was that that peachgrower made the observation 
that he could never ship another car of peaches by railroad if any 
other service were available to him, and from then on he sought ways 
to use other modes of transportation. 

I hope that that situation is not widespread. I hope that it is an 
isolated instance confined to that one place. I hope that joint efforts 
are made to be sure that recurrences of events similar to that are not 
taking place any more and are not countenanced by either railroad 
labor or railroad management. 

Mr. Loomis. I am afraid that without knowing all of the circun- 
stances, I could not give you a general answer to that question. 

Mr. Frynt. All right. I will ask it this way, then: Are any efforts 
being made to make your services more attractive to the using public! 

Mr. Loomis. I would say “yes.” There are all kinds of variables, 
working rules, complications, jurisdictional disputes that enter into 
that. Many times the efforts are not successful. 

Take one example that does concern your testimony. The Seaboard 
Airline sought to run one of their hotshot freights through certain 
terminals without changing crews, in other words to get what we call 
an interdivisional run, let us say, where the first crew had rights be- 

















































um- 


orts 
lie! 
bles, 
into 
ard 
tain 


eall 
: be- 


RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 251 


tween A and B and then the distance from B to C was on another 
seniority district, so that they would have to stop at B, change crews, 
change the caboose, and they sought to get an agreement to run the 
crews through from A to C without stopping. It would make con- 
siderable savings on a hotshot freight run with perishable products. 

That matter came up to a national committee under a rule in the 
1951 and 1952 national labor agreements for the creation of inter- 
divisional runs that provided that, if the railroad itself and its com- 
mittee could not agree, then it would come to the national committee. 
If they could not get agreement a neutral referee would hear the 
case. His findings, however, were recommendatory only. His find- 
ings were that it was to everybody’s advantages to speed up this hot- 
shot perishable freight and that the arrangements for the through serv- 
ice should be placed into effect. 

Two of the organizations were agreeable to doing so. 

The other two were not, so that it could not placed into effect 
and that particular service was not improved. 

That is one of the things that you run into on trying to give higher 

service. 

Mr. Frynt. Mr. Chairman, I am not going to ask any further 
uestions at this time but if we resume a second round of questions, 
1 peaably shall want to emphasize that my purpose in making 
these observations and asking these questions that I have asked is 
in an effort to stimulate a joint effort by both labor and manage- 
ment to put more railway employees back to work, to reduce the 
number drawing railway unemployment compensation, and to provide 
generally better conditions for railroad labor and the rail industry 
alike 


Mr. Loomis. I am in complete sympathy with your ideas. 

Mr. Fiynt. Thank you, Mr. Chairman. 

The Cuarrman. Mr, Springer. 

Mr. Sprincer. Mr. Loomis, along this line, do you feel that the 
railroads have now effected practically all of the senha devices 
that will assist them in bringing themselves into the best economic 
position ? 

Mr. Loomis. Oh, I would think not. I think invention will prob- 
ably always continue. 

Mr. Sprincer. In other words, you believe that this will continue 
for some time to come? 

Mr. Loomis. I would hope that productivity would continue to in- 
crease but I would also hope that increased productivity would bring 
more business which would carry corresponding advantages to the 
employment side. 

Mr. Sprincer. Could you give me a picture of what your rate of 
productivity has been during the last 10 years? Has it been down- 
ward or upward? 

Mr. Loomis. I can furnish it. I cannot give it to you offhand. 

In large part the only method of arriving at that is comparing 
your ton-miles with employee-hours on duty. 

Over the years it shows a general longrun improvement and 
Mr. Sprincrr. I know that the war years were unusual. 

Mr. Loomis. That is right. 
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Mr. Springer. I am talking about the normal years of, say, the Jag 
10 years, 1948 or 1949 to 1958 or 1959. What was the trend of pro- 
ductivity during that period ¢ 

Mr. Loomis. Well, that can be stated in two ways, Mr. Congress. 
man: On the ton-miles basis, gross ton-miles per employee-hours paiq 
for, and what were the years that you suggested / 

Mr. Sprincer. 1948-58. 

Mr. Loomis. 1948-57 ? 

Mr. Sprincer. 1958. 

Mr. Loomis. I only have it to 1957. 

The gross ton-miles for employee-hours paid for in 1948 were. 499 
against 686 in 1957. 

Now, the gross ton-miles per employee dollar of compensation jy 
1948 were 357 and in 1957 that had dropped to 296, so that you had 
an increase in productivity per hour paid for but on a dollar basis 
per dollar of payroll you had a decreased productivity. 

Mr. Sprincer. Can you explain that last statement? 

Mr. Loomis. Well, the difference, of course, is the increase in wage 
costs that has taken place. 

The wage costs have increased more than the productivity has 
increased. 

Mr. Sprincer. How many employees did you have, gross, in 1948? 

Mr. Loomis. In 1948, in round figures, about 1,327,000. 

Mr. Springer. And at the end of 1957, you had how many? 

Mr. Loomis. 986,000. 

Mr. Sprincer. You had a decrease of approximately 3314 percent 
in the number of employees? 

Mr. Looms. On total payroll, in 1948, it was in round figures 
$4,769 million. The payroll in 1957 was $5,358 million. 

Mr. Spruncer. Your payroll was up how much percentagewise? 

Mr. Loomis. The payroll was up over 1948 approximately $1 billion. 

Mr. Sprincer. That is approximately 15 percent or 17 percent. 

Mr. Loomis. Approximately $500 million. Approximately $600 
million. 

Mr. Sprincer. Then it is up about 7 or 8 percent. 

Mr. Loomis. It would be more than that. 

As I figure it, it is roughly around 14 percent. It is $600 million to 
$4,700 million. 

Mr. SprinGer. Say it is 14 percent, then. How much has your rate 
of productivity increased during that time ‘ 

Mr. Loomis. Well, I am guessing but I would say approximately #0 
percent. 

Mr. Sprincer. Your productivity went up 40 percent ? 

Mr. Loomis. That is on the basis of ton-miles per hour paid for. 

Mr. Sprincer. And your payroll went up approximately 14 percent! 

Mr. Loomis. That is right. And the ton-miles declined. 

Mr. Springer. What was your percentage of ton-miles decline dur- 
ing that period ¢ 

Mr. Loomis Roughly without being held to the mathematics, ap- 
proximately 7 percent 

Mr. Sprincer. May I ask this: If the productivity went up that is 
largely due to the implementation of laborsaving devices / 

Mr. Loomis. I would say yes. 
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Mr. Sprincer. Diesel motors, and so on? tag TERS 
Mr. Loomis. Right. Diesels, centralized traffic control, elimination 
of curves, heavier rail, all phases that go into the whole railroad palnt. 
Mr. Sprincer. Do you believe that any consideration to combina- 
tions of railroads would help them to operate any more efficiently, any 
moreeconomically? : ; 

Mr. Loomis. It is difficult to generalize. Certainly you could think 
of instances where it undoubtedly would. That, of course, carries 
with it all the difficulties of community opposition, what tracks are 
going to be taken up. The mere consolidation itself without the 
elimination of duplicating facilities would accomplish very little. 

Mr. Sprincer. In other words, I take it that what you mean is that, 
if you had four railroads, which you do, running from the city of 
Chicago to St. Louis, the mere combination of the four railroads 
would not do any good unless you eliminated duplication of service 
between points; is that right ¢ 

Mr. Loomis. That is right. 

Mr. Sprincer. In this last year and a half most of the difficulties 
in the railroad industry economically have been in the area east of 
Ohio, have they not ‘ , 

Mr. Loomis. Certainly they have been more pronounced in that 
area. 

Mr. Sprincer. Would any combinations of railroads in those areas 
help to alleviate their economic situation / 

Mr. Loomis. Well, there again, that is pretty difficult for me to an- 
swer from where I sit whether, for example, if you could put the New 
York Central or the Pennsylvania together between New York and 
Chicago and cut out a lot of duplicating facilities there would be 
savings. You would have, however, all the territory that one rail- 
road serves that the other railroad does not that would want con- 
tinued service. That is more in the realm of an expert to study, I 
think. 

Mr. Sprincer. [ understand. 

I have just this last question. Has any real consideration been 
given insofar as you know to combinations of railroads? 

Mr. Loomis. Yes, I think so. To tell you the honest truth, all that 
really know about it is what I read in the papers, but I think the 
Great Northern and the Northern Pacific & Burlington have been 
and are giving very serious consideration. My impression is that the 
same is true of the study between the Delaware & Hudson, the Erie, 
andthe Lackawanna. I think the same is true probably as tothe Sea- 
board and the Atlantic Coast Line, but my knowledge of it is entirely 
superficial. 

Mr. Sprincer. The point that I am making is that there is serious 
consideration being given this whole question of combinations of rail- 
roads in an effort to relieve the economic situation which, in the case 
of some of those, is most difficult. 

Mr. Loomis. I think that is right. 

The Cuarrman. Mr. Dingell 

Mr. Dincett. I have no questions, Mr. Chairman. 

The Cuarmman. Mr. Younger. 

Mr. Youncrr. Mr. Loomis, the record does not show as yet any 
particular reason why the awards for unemployment should be greater 
in the railroad field than in other classes of employment. 
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Can you add any light to that. question ? 

Mr. Loomis. I know of no reason why they should be. 

Mr. Youncer. In other words, it is not because of danger of the 
employment or any other particular reason that you know of? 

Mr. Loomis. No, sir. 

Mr. Younger. In other words, you cannot give one reason why? 

Mr. Loomis. That is right. 

Mr, Youncer. Do you know of any other large retirement system 
like General Motors or United States Steel that blanketed in all of 
their employees at one time without any compensation or payment for 
prior service such as the railroads did ¢ 

Mr. Loomis. I really cannot answer that question. I do not haye 
enough knowledge to answer it, if I understand you correctly. 

Mr. Youncer. I think you understand properly. 

Mr. Loomis. That is taking in all employees with credit for prior 
service without any contribution on the part of the employees? 

Mr. Youncer. That is right. You donot offhand know of any? 

Mr. Loomis. No, sir. 

Mr. Youncer. I have been trying to get some information on that, 
I hope before the hearings are finished that we can do so. 

Following the questions of Mr. Flynt, do you think that greater 
rogress and modernization of the rails could be made if you were 
ree to deal with your employees, both as to pay and fringe benefits, 

rather than having the negotiations split, negotiating with the en- 
ployees only as to pay and with the Government as to fringe benefits! 

Mr. Loomis. I would think so. 

Mr. Youncer. That is a mystery because Mr. Schoene pointed out 
a number of cases where the employees received better benefits under 
the supplemental plan than do the railroad people, and it is all achieved 
through negotiations with their employees, and it would seem to me 
that, if that is the case and you present here the difficulties of the rail- 
roads in dealing with Government on the same problem, that both the 
employer and employee would be much better off if you were handling 
this whole situation. 

I cannot, for the life of me, see why you have not done something 
about it. 

Mr. Loomis. I have a table here that I would like to file for the ree- 
ord on that that compares the benefits under the Railroad Retirement 
Act with benefits under the combination social security and private 

lans of 25 companies. They are the same 25 companies that appeared 
in an article, I believe, in the magazine Labor Law, some time ago. 

We have brought these up to date. They can readily be checked 
with the Bureau of Labor Statistics because that is where we got the 
information. 

I would like to submit that table to be copied into the record. 

The Cuamman. Whatisthetable? Iamsorry. 

Mr. Loomis. It shows railroad retirement benefits and also the com- 
bined social security and private plan benefits for 25 manufacturing 
companies or organizations, such as General Electric, Aluminum Co, 
of America, the Amalgamated Clothing Workers, American Telephone 
& Telegraph, and several other major companies. 

The Cuamman. Is that prepared by your organization, Mr. Loomis! 

Mr. Loomis. It was prepared by us from information secured from 


employ: 
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the Department of Labor and it can readily be checked with the Bureau 
ofLabor Statistics, : es 

The CHairMAN. Let it be includedin the record at this point. 

Along this line I think it would be valuable to include in the record 
a table which the staff has prepared giving a comparison of benefit 

rovisions and average benefits awarded and being paid under the 
Railroad Retirement Act and the Social Security Act, January 1959. 

Let both of them go into the record at this point. 

(The tables follow :) 


Eeamples of monthly amounts, including OASI payable to workers retiring in 
January 1959, at age 65 after 30 years of service based on $300 average monthly 
wage for selected private pension plans 








| Including OASI 


























Excluding wife’s | Including wife’s 
From benefit | benefit 
Plan private = oe. Be 
| plan | 
| Greater |Less than| Greater |Less than 
| | than railroad than railroad 
] railroad | benefit | railroad | benefit 
benefit benefit | 
| 
Railroad Retirement Act_..........-....-.-.-.-..... sosesilitesiahd $18. 40 $241. 90 
ributory plans: | 
nee A tide aso tintcncinhintoaibest $101.50 | $206.50 | etl catealie | $259, 00 |_......... 
Ne nad i; ae me lL....iws.. | $240. 00 
General Electric Co. .....-..-------... oan nn=-=] TE Beccesin $177. 00 EE 229. 50 
International Brotherhood of Electrical Workers. GU OW i ie wictcnte cee SS eee ee 207. 50 
EE EE OE 75.60 |_..._.__.__| 180.60 ee 233. 10 
Standard Oil Co. of Indiana__-_----- sobnbeegnnie 114. 55 0. 6 hoes 974,06 }.4..-2t.ay 
Noncontributory plans: 
Aluminum Co. of America . -.................... Fe OE cpnccnictontns TBD. OO finn dnnad 232. 50 
Amalgamated Clothing Workers ._.-...-.-.---. ee + — M6. 00 |e. 4 207. 50 
American Telephone & Telegraph Co. -.._.-_..- BR Pe ic avcherstiowtas 156. 76 | 208. 25 
Bethlehem Steel Corp ..-.-.-.------------------| 75.00 |---_-_. 180.00 |-_-.-_-._. 282. 50 
Consolidated Edison Co. of N.Y —.....---------. i 113.00 We: @ Bw tinoee | 70. 56"). 4... cae l® 
Du Pont (E. I.) de Nemours & Co..-_._.-....... 105. 00 210. 00 lose erannne | 22 60 )-1. ss 
8 EOS a ae: 90. 00 106.00 1_S =... |; 26%, 60 Fs 
Firestone Tire & Rubber Co___.........-.-.._.. SRO Bic ene 13O.00 |i. enivaath 211. 50 
TO eh See ectnnpushuboathababobuuse FAO Drciclnntewtnas | RP. OO Li at 229. 50 
enous OOrn. 5... -.n scl eae 72,00) $k 87.60 Lhe 229. 50 
OR EE eee eee: GE Bis chectreiees IO. OB bo. eccmodn 211. 50 
Goodyear Tire & Rubber Co -___....-.---._-__- OOS ed 138.00 (224 211. 50 
Grumann Aircraft Engineering Corp.........._. 168. 76 WO TO hate tonnne i & 2 ee 
International Ladies Garment Workers Union._- C6. Bn... nace Be OF Linwectnte 222. 50 
National Maritime Union .__...................- i, fp ae eS BO OD bhi chien 222. 50 
United Mine Workers of America. .....__.______ 100: 00 Wn GD Lisl ee 207, GO bbin cnet 
United States Rubber Co---.........---_______ OO OB csivinskicines BO OR Bibs Seti 211. 50 
United States Steel Corp................_. -..... | 74 1 eee ee 232. 50 
Westinghouse Electric Co.............--.-.____. OOF Bic SPOON Rh. ccde cee 225. 00 
ES a a ee 25 5 | 17 | 7 18 
I | 


Note.—Amounts refiect provisions of plans as of February 1958, except for Ford Motor Co. and General 
Motors Corp. which reflect revised provision under new contracts negotiated in fall of 1958 OASI amounts 
are those payable under the Social Security Act as amended August 28, 1958, equal to $105 per month for 
employee, and $52.50 for wife. 
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Mr. Bennetr. Mr. Chairman, there was handed to me this morning 
a letter from the Railroad Retirement Board dated February 13, 
addressed to the Senate Committee on Labor and Public Welfare hav- 
ing charge of this legislation, on the subject of fraudulent unemploy- 
ment insurance claims. } 

Might I ask the Railroad Retirement Board to furnish this commit- 
tee with a similar letter addressed to this committee so that we can 

ut-it in the transcript of our record? 

Mr. Harrer. We will be glad to do that. 

The CHAIRMAN. We will be glad to have the information. 

(The letter referred to follows:) 


U.S. RAILROAD RETIREMENT BOarp, 
Chicago, Ill., February 18, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Dear Mr. Harris: Pursuant to your request of February 16, I enclose here- 
with the Board’s statement to the Honorable Wayne Morse, chairman, Subcom- 
mittee on Railroad Retirement, Committee on Labor and Public Welfare, U.S. 
Senate, dated February 13, 1959, and a separate statement of Board Mem- 
ber Healy dated February 17, 1959, concerning fraudulent claims under the Rail- 
road Unemployment Insurance Act and claims under that act in which the claim- 
ant has been discharged or has left work voluntarily. 

Sincerely yours, 
HorRAcE W. HARPER. 
Enclosures. 


U.S. RAILROAD RETIREMENT Boarp, 
Chicago, Ill., February 13, 1959. 
Hon. WAYNE MORSE, 
Chairman, Subcommittee on Railroad Retirement, Committee on Labor and 
Public Welfare, U.S. Senate, Washington, D.C. 

DeaR SENATOR Morse: This refers to your request of February 9, 1959, for in- 
formation concerning fraudulent claims under the Railroad Unemployment In- 
surance Act and claims under that act in which the claimant has been discharged 
or has left work voluntarily. 


FREAUDULENT CLAIMS 
Statutory provisions 

The provisions of the Railroad Unemployment Insurance Act relating to the 
points concerning which you have inquired are set out in an attachment to this 
letter. With regard to fraudulent claims, you will note that section 4(a~1) (i) 
imposes a disqualification which excludes a claimant from receiving benefits 
for any of the 75 days beginning with the first day of any registration period 
with respect to which the Board finds that a fraudulent claim was made. This 
disqualification is sometimes referred to as the administrative disqualification. 

In addition to the administrative disqualification, the act provides for the 
criminal prosecution of anyone who knowingly makes a false or fraudulent claim. 
Under the provisions of section 9(a) such an individual is punishable by a fine 
of not more than $10,000 or by imprisonment not exceeding 1 year, or by both 
fine and imprisonment. 

Section 2(d) of the Railroad Unemployment Insurance Act contains specific 
provisions to facilitate the recovery by the Board of benefits paid to an individual 
who was not entitled to them. Such recovery may be made by offsetting any 
benefits to which the individual or his survivors may become entitled, not only 
under the Railroad Unemployment Insurance Act but also under the Railroad 


Retirement Act. These specific provisions are in addition to the general rights 
of the Government as a creditor. 


Administration of fraud provisions 


In almost all cases of fraud, the claimants have failed to report that they 
were working on days which they claimed as days of unemployment. The Board 
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takes steps through its registration procedures, to prevent the payment of ben 
fits to employees when they are working. Employees ordinarily register before 
railroad unemployment claims agents, usually at their last railroad work loan 
tion. The claims agent thus has knowledge whether the employee worked f ; 
the railroad. In the smaller communities, the unemployment claims gies 
often have knowledge whether their claimants are performing other work, ang 
this helps to assure valid claims. 

Fraud is usually detected by comparing a claimant’s periods of claimed un- 
employment with wage records showing his wages as reported by all of the per- 
sons or companies for whom he worked. Such records are compiled by the Raji. 
road Retirement Board for the railroad industry and by State unemployment 
compensation agencies and the Social Security Administration for other indys. 
tries. Some time must elapse before the records are available. In some cages 
wage records are not ready and cannot be consulted until the second quarter 
of the calendar year following the year in which the wages were earned, It 
would be impractical to withhold benefit payments until such records can be 
prepared and consulted. 

Checks for employment on claimed days are made on a spot-check basis and 
are directed toward cases where it seems most likely that improper claims may 
be found. In selecting cases to check, consideration is given to the length of the 
claimant’s unemployment, his occupation, and any other information in the file 
which would indicate whether he might be likely to have obtained work. Such 
checks are made by the various field offices of the Board in a minimum of 2 
percent of the cases. 

When the Board finds that a claimant has received compensation or wages 
during a period when he claimed that he was unemployed, a check is made of the 
employer’s payroll to determine the days on which he worked. If the employer's 
payroll shows that the claimant worked on days which he claimed as days of un- 
employment, the question of fraud is then considered. 

The 75-day administrative disqualification is applied in each case where fraud 
is found. In addition, many cases are referred to U.S. attorneys for criminal 
prosecution under section 9(a) of the act. The more flagrant fraud cases, ones 
in which there is most likelihood of conviction, are considered for prosecution. 
Other cases are not referred because in most areas of the country the large num- 
ber of cases on the Federal court dockets and other factors make it impractical 
to do so. 

Convictions are obtained in many of the cases referred for criminal prosecu- 
tion. Often the claimant is placed on probation with repayment of the benefits 
due the Board made a condition of the probation. 

Separate records are not kept of amounts of benefits determined to be recover- 
able because the claims were fraudulent or of the amounts of such benefits which 
are ultimately recovered. There are records of the total amount of benefits 
held to be recoverable for all reasons (including fraud) and of the total amount 
recovered. These records show that most of the money determined to be recover- 
able is recovered. 

The following table shows the percentage of unemployment benefits held to be 
recoverable to the total unemployment benefit payments for each of the last 4 
completed years : 


Unemploy- | Unemploy- Percent 























Benefit year ment benefit | ment benefits | of pay- 
payments recoverable ments 
pghinan daca | tie | 
Ue hic soe oan eeckinc. 2-0. Re oie baie can capaho 1 $154, 235, 611 | $1, 817, 893 | 1.2 
IIIa anno one an vsermasba : 56, 540, 188 | 1, 321, 817 | 2.3 
SMI 20 21 1532). douddeLavaUeL.2ccccescuicgsccacl-| | OR SeLOOb A 1) 146, 253 | 14 
TR ais - Gn neicn dab iws eg shasiagl in-by soskbuatthowitm | 170, 586, 768 | 1, 473, 701 | 9 
aie! bbe ot yea wrote et souk | 465, 563, 628 | ’ 


5, 759, 664 1, 








2 


| 


Sess | 


| 


ne. 
fore 
oca- 


ents 
and 


per- 
tail. 
nent 
idus- 


irter 
. It 
n be 


and 
may 
f the 
e file 
Such 
of 2 


ages 
f the 
yyer’s 
f un- 


fraud 
minal 
, ones 
ution. 


ctical 


osecu- 
nefits 


cover: 
which 
enefits 
mount 
cover: 


1 to be 
last 4 





Percent 
of pay- 
ments 





_rrer 
= - core 


| 


RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 263 


The following table shows the amounts of unemployment benefits held to be 
recoverable in each of the last 4 completed years and the amounts recovered. 








———— Win? nels : ff | 
Unemployment| Unemployment 
Benefit year | benefits re- benefits re- 
} covera ble covered 
' 
ei Si ete = os ad tea ah TeeshaAieaheipshacanecaaeimcat 
1954 Cables Lp RRS. 6c Sala oes 62254 ‘a $1, 817, 893 $1, 575, 881 
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In many recoverable cases, particularly fraud cases where the amounts are 
likely to be large, it takes a considerable time to complete the recovery. An 
amount which is established as recoverable in one benefit year may not be com- 
pletely recovered until the next or a later year. 

Recovery of benefits erroneously paid as a result of fraud or other fault of 
the claimant or recoverable for any other reason is effected by cash collection 
from tlie claimant. Recovery may also be effected by adjustment in payments 
of benefits due the claimant under the Railroad Unemployment Insurance Act 
or Railroad Retirement Act and by adjustment of payments under the Railroad 
Retirement Act to the claimant’s survivors. 

When the Board is unsuccessful in recovering the amount due in a fraud case, 
the case is submitted to the Government’s General Accounting Office for what- 
ever further action that Office may be able to take. Cases in which that Office 
is unable to effect collection are often referred to the Department of Justice. 
The U.S. attorneys to whom the cases are referred sometimes effect collection 
without filing suit, but in some cases such action is necessary. 


Data as to fraud cases 


Fraudulent claims under the act are not numerous. The following table 
shows, for each of the last four completed benefit years, the number of fraud 
eases under the act, and a comparison of the number of such cases with the 
total number of employees who received unemployment benefits : 
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1 Includes a negligible number of sickness-benefit fraud cases. 


Most of these cases were developed from the spot checks for employment on 
daimed days referred to above. In the calendar year 1958 there were 31,016 
cases in the initial check. Of these, 9,991 were checked against the payroll 
records of particular employers. In 2,164 cases the claimants had received 
pay for work performed, vacation pay, or other remuneration for days claimed 


as days of unemployment. Some benefits were recoverable in each of the 2,164 
cases, and fraud was found in 422. 


Comparison of fraud provisions with State laws 


In the following comparison, the information with regard to State laws is 
taken from the chapter “Disqualification for Fraudulent Misrepresentation to 
Obtain Benefits” in BES No. U-141, Comparison of State Unemployment Insur- 
ance Laws as of January 1, 1958, Bureau of Employment Security, U.S. Depart- 
ment of Labor (pp. 105-110). That work contains a much fuller discussion of 
the provisions of the State laws than is possible in a brief report of this nature. 
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As indicated above, the disqualification for fraud under the Railroad Unep. 
ployment Insurance Act is for 75 days. Forty-seven of the State laws provide 
disqualifications for fraud. These provisions follow no general pattern, The 
beginning date of the disqualification and the duration vary among the State 
laws. In 13 States the disqualification is for at least 1 year. In four States 
application of the disqulification is not mandatory, but is left to the discretion 
of the agency. In three States the duration of the disqualification is at the 
discretion of the agency. Some State laws provide for cancellation of wage 
credits or for reduction of the possible maximum benefits because of fraud op 
the part of the claimant; there is no such provision in the Railroad Unemploy- 
ment Insurance Act. 

As indicated above, a person convicted for fraud under the Railroad Unem. 
ployment Insurance Act may be fined (maximum $10,000) or imprisoned (maxi- 
mum 1 year), or both. The laws of all States but six provide for a fine 
(maximum $20 to $1,000) or imprisonment (maximum 30 days to 1 year), or 
both. The most frequent fine on the worker is $20 to $50 (12 States). Of the 
six State laws that do not provide for a specific fine or term of imprisonment, 
four provide that any fraudulent misrepresentation or nondisclosure to obtain, 
increase, reduce, or defeat benefit payments is a misdemeanor, punishable ac. 
cording to the State criminal law. In one-of the two remaining States 
fraudulent misrepresentation or nondisclosure to obtain or increase benefits 
is a misdemeanor ; in the other it is a felony. 


CASES IN WHICH CLAIMANT WAS DISCHARGED 


Absence of statutory provision relating to discharge 


The Railroad Unemployment Insurance Act contains no provision disqualifying 
an employee by reason of his having been discharged. Consequently, the Board 
makes no determination with respect to the cause of discharge. 


Repeal of disqualification for discharge for cause 
The Railroad Unemployment Insurance Act approved June 25, 1938 (Public 
Law 722, 75th Cong., ch. 680, 3d sess., H.R, 10127), contained this provision: 
“Sec. 4. (a) There shall not be considered as a day of unemployment, with 
respect to any employee— 
* a th * s 
“(ii) any of the forty-five days beginning with the day with respect to 
which the Board finds that he was discharged or suspended for misconduct 
related to his work ; 
* a % + * 


This provision was removed from the act when it was amended in June 1939. 

The report on the Senate bill to amend the act contained the statement quoted 
below about the discharge provision. This was a report by the Committee on 
Interstate Commerce, 76th Congress, Ist session, Report No. 325 on S. 2017, 
dated April 25, 1939. 

“Paragraph (ii) [of sec. 4(a)] now contains a disqualification of 45 days 
beginning with the day with respect to which the Board finds that an employee 
was discharged or suspended for misconduct related to his work. The em- 
ployers covered by the act state that it would be extremely difficult to dis- 
tinguish satisfactorily between misconduct relating to work and misconduct 
not relating to work, and the employees oppose the operation of such disquali- 
fication unless there is a clear understanding of what is misconduct within the 
meaning of the disqualification. For these reasons the employers and the 
employees join in recommending the repeal of the disqualification.” 


Administration in discharge cases 
From each railroad employee who claims benefits, the Railroad Retirement 


Board obtains information about his separation from his last railroad employ- 


ment and about his separation from any other work which he had after leaving 
railroad employment. The information is supplied by the employee when his 
application for unemployment benefits and each of his claims for unemployment 
benefits are completed. When the employee is interviewed by the Board's field 
service, he is asked for more information about his separation from his employ- 
ment. Such information is requested in order to determine the employee's 
eligibility for benefits and in order to make effective placement efforts. 
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In any case where a discharged employee is reinstated with pay for time lost, 
the Board may recover all or a part of the benefits paid to him. If the em- 
ployer has notice of the payment of benefits, the employer must set aside for 

yment to the Board a part of the pay for time lost equal to the amount of 
penefits for the period for which time lost is paid. The Board accordingly 
jnquiries whether discharged employees are seeking reinstatement and sends 
their employers notice of benefit payments. 


Comparison of discharge claims with all claims 

A special study of discharge cases in the 1957-58 benefit year disclosed data 
as to discharge cases which in the following table are compared with com- 
parable data for all unemployment-benefit cases for the benefit year: 














| Beneficiaries Claims Estimated 

oe tases ian itt tie ee benefits, 

| | Amount percent to 

Number | Percent to| Number | Percent to total 
total total 

Ipsec te apicpnttgienlntty Dencceracan hens = | | —_ = 
ll cases... ..- a wehneee 307,960 |......-- , SUG UGE hs kh i a a kk... 
zi 5, 528, 900 3.3 


Discharge cases - 10, 825 | 3.5 85, 060 | 3.0 | 
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CASES IN WHICH CLAIMANT LEFT WORK VOLUNTARILY 


Statutory provisions 


The act provides a disqualification excluding an employee from receiving 
benefits for 30 days if he voluntarily leaves work without good cause. The period 
of disqualification begins with the day with respect to which the Board finds that 
he left work. 


Administration in voluntary quit cases 


Most voluntary quits are reported by claimants on their applications or claims 
for unemployment benefits. In some cases railroad employers have also reported 
to Board field offices the identity of claimants who quit work. 

When “voluntary quit” is shown on a claim for days within 30 days of the date 
of the quit, or if the Board learns of it in some other way, the Board field office 
obtains information concerning the suitability of the work and the reason for 
the quit. This is in order to determine whether the 30-day disqualification is 
applicable. 

A claimant’s reason for voluntarily leaving work often has a bearing on his 
availiability for work and on the prospects of finding work for him. Accord- 
ingly, field offices interview claimants who have voluntarily quit their jobs even 
though they do not claim benefits within 30 days after the date of their quitting. 


Data on voluntary quit claims 


A special study of voluntary quit cases in the 1957-58 benefit year disclosed the 
following data as to voluntary quit cases: 


Estimated benefits on 





Number of claims submitted for the 
Number of | claims sub- year 1957-58 
claimants mitted for |__ 
who quit the 1957-58 
vear after Amount Average per 
the quit paid claimant 
typ a ae ———— —| Spent 
Number of claimants investigated and dis- 
Nd sth ok oe ol s, ath diedeiiiee whl 1, 465 11, 784 | $765, 960 | $522. 00 
Number of claimants investigated and not 
disqualified : Ra, 2, 323 20, 270 | 1, 317, 550 567. 00 
Number of claimants not investigated__._______| 10, 842 86, 700 | 5, 635, 500 519. 00 
Total. _. aa ah Gili ecole’ accion | 14, 630 | 118, 754 7, 719, 010 527. 00 


Claimants investigated and disqualified were those who claimed benefits 
within 30 days after the quit and who were found not to have good cause for 
quitting. Benefits were paid for days of unemployment after the end of the 
30-day disqualification period. 
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Claimants investigated and not disqualified were those who claimed benefits 
within 30 days after the quit but were found to have good cause for quitting, 

Claimants not investigated were those who did not claim benefits within 39 
days after the quit. 

Board Member Healy will file a supplemental statement. 

Sincerely yours, 
Howarp W. HABERMEYER, Chairman. 
Attachment. 


PROVISIONS OF RAILROAD UNEMPLOYMENT INSURANCE ACT 


FRAUDULENT CLAIMS 


Disqualification 


Sec. 4(a-1). There shall not be considered as a day of unemployment or ag 
day of sickness, with respect to any employee— 

“(i) any of the seventy-five days begining with the first day of any regis. 
tration period with respect to which the Board finds that he knowingly made 
or aided in making or caused to be made any false or fraudulent statement 
or claim for the purpose of causing benefits to be paid * * * ” (45 U.8.6, 
1952 ed., § 354 (a-1) (i)). 

Penalties 

“Sec. 9. (a) Any officer or agent of an employer, or any employee representa- 
tive, or any employee acting in his own behalf, or any person whether or not of 
the character hereinbefore defined, who shall willfully fail or refuse to make any 
report or furnish any information required by the Board in the administration 
of this Act, or who shall knowingly make or aid in making or cause to be made 
any false or fraudulent statement or report when a statement or report is re. 
quired to be made for the purposes of this Act, or who shall knowingly make or 
aid in making or cause to be made any false or fraudulent statement or claim for 
the purpose of causing benefits or other payment to be made or not to be made 
under this Act, shall be punished by a fine of not more than $10,000 or by im- 
prisonment not exceeding one year, or both” (45 U.S.C., 1952 ed., § 359(a)). 


LEAVING WORK VOLUNTARILY WITHOUT GOOD CAUSE 


Disqualification 
“Sec. 4. * * * (a—-2) There shall not be considered as a day of unemployment, 
with respect to any employee— 
“(i) any of the thirty days beginning with the day with respect to which 
the Board finds that he left work voluntarily without good cause * * *” 
(45 U.S.C., 1952 ed., § 354(a-2) (i)). 


RECOVERY OF AMOUNTS PAID 


“Sec.2 * * * (d) If the Board finds that at any time more than the correct 
amount of benefits has been paid to any individual under this Act or a payment 
has been made to an individual not entitled thereto (including payments made 
prior to July 1, 1940) recovery by adjustments in subsequent payments to which 
such individual is entitled under this Act or any other Act administered by the 
Board may, except as otherwise provided in this subsection, be made under 
regulations prescribed by the Board. If such individual dies before recovery 
is completed, recovery may be made by set-off or adjustments, under regulations 
prescribed by the Board, in subsequent payments due, under this Act or any 
other Act administered by the Board to the estate, designee, next of kin, legal 
representative, or surviving spouse of such individual, with respect to the 
employment of such individual. 

“Adjustments under this subsection may be made either by deductions from 
subsequent payments or, with respect to payments which are to be made during 
a lifetime or lifetimes, by subtracting the total amount of benefits paid in 
excess of the proper amount from the actuarial value, as determined by the 
Board, of such payments to be made during a lifetime or lifetimes and recertify- 
ing such payments on the basis of the reduced actuarial value. In the latter 
case recovery shall be deemed to have been completed upon such recertification. 


* % * * * * * 
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“(f) If (i) benefits are paid to any employee with respect to unemployment 
or sickness in any registration period, and it is later determined that remunera- 
tion is payable to such employee with respect to any period which includes 
days in such registration period which had been determined to be days of un- 
employment or sickness, and (ii) the person or company from which such re- 
muneration is payable has, before payment thereof, notice of the payment of 
penefits upon the basis of days of unemployment or sickness included in such 

riod, the remuneration so payable shall not be reduced by reason of such 
penefits but the remuneration so payable, to the extent to which benefits were 
paid upon the basis of days which had been determined to be days of unemploy- 
ment or sickness and which are included in the period for which such remunera- 
tion is payable, shall be held to be a special fund in trust for the Board. The 
amount of such special fund shall be paid to the Board and in the collection 
thereof the Board shall have the same authority, and the same penalties shall 
apply, as are provided in section 8 of this Act with respect to contributions. 
The proceeds of such special fund shall be credited to the account. Such bene- 
fits, to the extent that they are represented in such a special fund which has 
peen collected by the Board, shall be disregarded for the purposes of subsection 
(c) of this section” (45 U.S.C., 1952 ed., sec. 352 (d) and (f)). 


U.S. RAILROAD RETIREMENT BOARD, 
Chicago, Ill., February 17, 1959. 
Hon, WAYNE MorskE, 
Chairman, Subcommittee on Railroad Retirement, Committee on Labor and 
Public Welfare, U.S. Senate, Washington, D.C. 

Deak Senator Morse: The supplemental statement by me, referred to in Mr. 
Habermeyer’s communication to you, dated February 13, follows: 

In my appearance before your committee on February 9, and with your per- 
mission, I summarized results of checks by field representatives of the Board 
for possible employment on days claimed as idle by claimants for unemploy- 
ment insurance benefits under the Railroad Unemployment Act during period 
July 1, 1956, and September 30, 1958 showing that, as of December 1, 1958, less 
than 50 percent of the recoverable payments had been recaptured. 

In the communication referred to it is stated that “separate records are not 
kept of amounts determined to be recoverable because the claims were fraudu- 
lent or of the amounts of such benefits which are ultimately recovered.” And, 
in the table, on page 4, it is shown that for a selected 4-year period a total 
of $5,759,664 in unemployment insurance benefits were deemed to be recoverable 
and of that amount $5,113,956 had been recaptured. 

As the report states, that is the record of the total amount of benefits held 
to be recoverable and includes, as well as fraud, clerical and administrative er- 
rors, benefit rate adjustments, pay for time lost, ete. 

A statement compiled by the Bureau of Unemployment and Sickness Insur- 
ance, dated February 13, shows that in the last 8 fiscal years, in 59,641 cases 
checked for employment on days claimed as idle, 11,990 cases of recoverable 
payments were found, aggregating $1,294,552. 

As of December 31, 1958, the accounts receivable for recovery of unemployment 
insurance benefits stood around $620,000, including, of course, all items. How- 
ever, audits of four regions in 1957—Atlanta, New York, Kansas City and Dal- 
las—revealed that in accounts receivable aggregating $442,252 a total of $365,405, 
or 83 percent, involved fraudulent claims and payments. 

Since the accounts receivable for unemployment insurance benefits on Decem- 
ber 31, 1958, was around $620,000, 83 percent of that sum or around $514,600 
would be reasonably chargeable to fraud. This does not include (nor does the 
table referred to on page 4 of the Board’s report of February 13) a total 
of $140,385 in recoveries of unemployment insurance payments that were actual- 
ly waived, for one reason or another during the 8 fiscal years’ period, 1950-51 
through 1957-58. 

The Board’s report on pages 7 and 8 show benefits paid in the fiscal year 
1957-58 to employees who were discharged or left work voluntarily. 

In October and November 1958, the Board’s Director of Research, at my 
request, prepared some estimates of the ratio of such benefits to the total un- 
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employment insurance payments which I now respectfully offer for yoy, 
consideration : 


4 fiscal years, |10 fiscal yea: 
| July 1, 1954 | July 1, 1948" 
to June 30, to June 309 


1958 1958 

Cee Se ee el i ile a [eae Stee iI Ty 
Total unemployment insurance payments--.-_-.-....-.-----.----.---.----. aa $464, 849, 000 | $817, 919, 009 
Voluntary quits- BALI. isn SOE. cae tsb eS vewceceeceeeeesene} 24,548, 000 r 48, 734, 009 
Discharges - ...-.-------- jrseidons-dapmgiacwesampye--ne<enpaadodetagé-on} | 15076000 1. SC See 
Suspensions. -....------- id a apie ba hel Anaave arma ene aie ae 3, 635, 000 7, 377,000 
ee nsw ctee en cnc ce beeen cde Pan teeaana et teak see teaet -| 9, 838, 000 | 15, 656, 000 
IE TI gis 5 arin die bcd pree ea tnedb< tes _..-----| 53,795,000 | 106, 122, 009 
Percent selected reasons to total unemployment insurance payments- -------| I 1.6| er 





Very truly yours, 
THOMAS M. HEaty. 

The Cuarrman. Mr. Younger. 

Mr. Youncer. What is the average pay of a railway engineer ? 

Mr. Loomis. The latest I have available here is from Interstate 
Commerce Commission form M-300 for the year 1957. The ICC re- 
ports for 1958 are not yet out for the year. 

For 1957 for the road passenger engineers, the average annual com- 

ensation was $9,383. For road freight engineers in through freight, 
it is shown as $7,801. For road freight engineers in local and way 
freight, it is shown as $10,012. For yard engineers it is shown as 
$7,371. 

That is the average for the year 1957 which only gives partial effect 
to the November 1, 1957, increase and gives no effect to the increases 
in May and November 1958. In fact, it only gives partial effect to the 
May 1957 increase. 

Mr. Younger. I know the Los Angeles-San Francisco and Seattle 
Truck Co. last year, in making their report of employees earning over 
$10,000 a year, under the Federal act, reported 6 from the management 
and 19 truckdrivers. 

I also know that under the negotiated wage rates of the P.I.E. going 
east out of Oakland that the standard rate is $1,000 a month for a 
truckdriver, which brings again to mind that in the negotiations be- 
tween employee and employer your competitors’ employees seem to do 
better than your employees. 

Mr. Loomis. You would have to take this into consideration, Mr. 
Younger. Take the case of the passenger engineer. Under the union 
rules he is limited. The top maximum that he can make per month 
is the equivalent of 4,800 miles. 

Taking the run between New York and Washington, a passenger 
engineer would make his 4,800 miles in roughly 10 days. That would 
be all that he would work in a month. 

Freight engineers are generally limited under most railroad rules 
with the unions to 3,800 miles a month. That means that when the 
passenger engineer has made 4,800 miles he gets off the run and some 
other engineer takes his place, so that he has a maximum placed on 
the amount that he can earn. That condition generally does not obtain 
in the case of the trucking industry. 

Mr. Younger. As far as you know, they have no limitation ! 
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Mr. Loomis. That is right. They are mostly on a time basis, either 
a 40-hour week, or a 48-hour week, or whatever the case may be. _ 

Mr. Youncer. Could you give the committee an idea of what a rail- 
road engineer might earn if he worked a normal schedule on a 5-day 
week under your present base schedule? 

Mr. Loomis. For road passenger engineers, in this same 1957 report, 
Interstate Commerce Commission form M-300, the average straight- 
time hourly earnings is shown as $5.75 per hour. 

What I did was to multiply that by 16914, which is the monthly 
equivalent of a 40-hour week. That would produce a figure of $973.67 

er month. 

Mr. YounGeEr. I see. 

Mr. Loomis. Those conditions, of course, will vary with the type of 
run and the speed of the train. 

Mr. Youncer. I have some other questions on railroad retirement 
but they had better be asked of the witness that is going to follow you, 
Mr. Sullicon. 

Mr. Loomis. He will speak largely on unemployment. 

If you have retirement questions, we will try to answer them. 

Mr. Youncer. This has to do with that also. I will wait. 

That will be all, Mr. Chairman. 

The Cuarrman. Mr. Brock. 

Mr. Brock. I have just one or two questions, Mr. Chairman. 

After the wage-increase agreement between management and labor, 
did you not go to the ICC and request a 15-percent increase in freight 
rates at that time giving as your reason the increase in costs and wages? 
That was in.connection with Ex parte 196 and Ex parte 206. 

Mr. Loomis. Ex parte 196 was probably filed after the 1955 set- 
tlement. 

In Ex parte 206, February 23, 1957, a 5-percent increase was effec- 
tive and on August 26, 1957, a 4.8-percent increase became effective; 
and in Ex parte 212, September 15, 1958, a 2.1-percent increase became 
effective. 

Mr. Brock. Then will you not go back to the same ICC and ask 
for an increase if this bill becomes, in effect, the law ? 

Mr. Loomis. That I cannot say with any degree of definiteness. 
There is a very strong feeling in the industry that rates have been 
increased about all they can stand. In fact, most of the rate proposals 
that have been filed within the past year since the Transportation 
Act of 1958 have been reductions rather than increases. 

The last general case was not for a general increase, but for selective 
increases on various commodities. I would not expect, and I do have 
the say because the Association of American Railroads does not handle 
rate cases, that a general rate increase would be sought because of 
the effect on diversion of traffic. 

That, however, would be subject to change. You might just have 
to ask for an increase anyway. 

Mr. Brock. I would like to come back to Mr. Flynt’s line of inter- 
rogation, and I want to state for the record that that isn’t an isolated 
case, Mr. Flynt. It happened also in my hometown of Wakefield, 
Nebr., in regard to a large egg plant which we have in Wakefield. 

But tell me the line of reasoning that the Chicago & Northwestern 
uses in closing agency after agency in Nebraska, South Dakota, and 
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Iowa? You have mentioned in testimony here today that competing 
modes of transportation are taking away business. Could not some 
ingenuity be used to get this business rather than just close the doors 
and go out of business in these various States ? 

Mr. Loomis. I can only give you a general answer because I of course 
have made no study and have no direct knowledge of the Chicago & 
Northwestern situation. 

My informati« 1, however, is that that company made a study of 
its stations where a full-time agent was actually necessary and where 
possibly one agent could handle two or three different stations be. 
sause there was so little business there at different times in the day, 
There were cases cited, at least in the hearings before the State 
commissions. 

Minnesota, as I recall it, has a law that if an agency takes in ag 
much as $8,000 there should be a full-time agent on duty. I think 
cases were presented where an agent present during the grain season 
would earn his $8,000 all in 1 week or 2 weeks and have practically no 
business for the balance of the year. 

I know that cases were cited where the agent was actively busy 
only a half-hour or 40 minutes during an entire 8-hour day. You also 
have cases where you will have both a clerk and a telegrapher because 
of jurisdictional rules where you might be able to continue to operate 
the station with one man if you could ever solve the jurisdictional 
problem, but as I understand the Northwestern situation, it was the 
result of a study as to where they could combine stations, where an 
agent could be at one station part of the day and another station part 
of the day and handle the business that the railroad could take. 

Also, at some stations where carload business is handled the billing 
can be done elsewhere. The State commissions were at least to some 
extent satisfied with those studies because in at least two of the States 
they did authorize some consolidation and some closing. 

Mr. Brock. I think Congressman Flynt has put his finger on the 
crux of the problem, and that is failure of the railroads to properly 
merchandise their service. I evaluate that in that manner in Ne- 
braska, South Dakota, and Minnesota. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Avery? 

Mr. Avery. Thank you, Mr. Chairman. 

Mr. Loomis, last week this same committee had a very important 
bill before it relating to transportation. The railroads were not even 
mentioned in the title of the bill, but almost every witness appearing 
before the committee referred back to the National Transportation Act 
of 1958 and inferred some preferential treatment the railroads re- 
ceived under that act, of course referring indirectly to the guaranteed 
loan program. 

My question to you is, Have any railroads to date availed themselves 
of the provisions of the National Transportation Act of 1958 affect- 
ing guaranteed loans? 

Mr. Loomis. None of them have got it yet. I think I stated this 
morning that there were a number of applications in the state of 
processing, but none had been processed, and that only within the last 
day or two the Attorney General had issued a ruling which I would 
think would help to calrify that situation. 
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Mr. Avery. You say two or three applications? 

Mr. Loomis. No, I think the Commission released a list early in 
February on the applications on file. I think from recollection 
there were eight. ‘The railroads involved were the New York, New 
Haven & Hartford; Boston & Maine ; Georgia & Florida. T he New 
York, Susquehanna & Western, I believe withdrew their application. 
The Chicago & Eastern Illinois was not named in the Commission 
order, but I do understand that they have an application to enable 
them to buy new freight cars for a guaranteed loan, which is still in 
a state of processing. 

No guarantees have yet been issued. The procedure of the guaran- 
tee had not become clarified unless this ruling of the Attorney General 
does the trick. 

Mr. Avery. I am not so much interested in the names of the rail- 
roads. Have you any reliable figures on the aggregate amount of 
the applications for guaranteed loans? . 

Mr. Loomis. I am speaking again only from recollection. 

Mr. Avery. I understand that. 

Mr. Loomis. I think it ran somewhere in the neighborhood of $30 
million. 

Mr. Avery. $30 million for the entire eight applications? 

Mr. Loomis. Yes. 

Mr. Avery. On your statement on page 10 you had some figures 
that intrigued me. You stated that as of now there is 8.6 percent 
of the total freight car ownership on the list awaiting repair as com- 
pared to only approximately 4 percent a year ago. 

Mr. Loomis. [ am sorry to say that is a fact. 

Mr. Avery. Representing a portion of the Middle West like I do, 
that concerns me considerably. We are in the month of February, and 
if it would appear that we were going to raise another winter wheat 
crop approximating nearly a million bushels, like we did last year. 
Could I directly infer from that that the car shortage might be twice 
as great as it was a year ago? 

Mr. Loomis. No, I would not think so, Mr. Avery. I would say 
frankly that the car situation is a very worrisome one. We did get 
by last year most of the time on surplus equipment somewhere or 
other. It will depend, I think, on the general business situation. 
Certainly I don’t think any of us can take any pride in the car situ- 
ation, and I read this morning from the resolution of the National 
Association of Shippers Advisory Boards adopted at St. Louis last 
week, but it comes down simply to a question of money. 

Mr. Avery. It isn’t that the roads are apprehensive or reluctant 
to invest that much money? It is the question of available capital 
at this time ¢ 

Mr. Loomis. I think that is right, because it will vary from rail- 
road to railroad. You will find railroads with a bad order rate even 
today of 2 percent or less. You will find some of the railroads that 
cn having a very hard struggle with a bad order rate of 10 percent or 
above. 

Mr. Avery. Again, as I see it, that is only half the story, too, be- 
cause I think you or one speaking for the association testified be- 
fore this committee last year, and Tam purely lifting this figure out 
of my memory, that it is estimated it would take approximately 
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70,000 new freight cars a year to replace those that are being retired 
for reasons of obsolescence or lack of adaptability. That is not ip 
your statement here. 

" Mr. Loomis. Mr. Monroe tells me the present retirement rate jg 
about 4,000 a month, which roughly would take 50,000 to replace, 

Mr. Avery. I notice here there are only 30,000 cars on order be- 
ginning as of January 1959, so we are about 50 percent short there, 
aren’t we, if we are going to retire 4,000 a month ? 

Mr. Loomis. That is mght. 

Mr. Avery. And we have only about 3,000 a month on order. 

Mr. Loomis. The freight car situation, I think, is very disturbing, 
I might put in a comment on that side, that one of our greatest re- 
grets last year was that we were not able to get consideration either 
for the construction reserve proposal or a change in the depreciation 
rate. 

Mr. Avery. If I could pass just briefly, and you have been a very 
patient witness and I don’t want to trespass much longer on the com- 
mittee and I should have probably gotten this information from the 
Railroad Retirement Board when they were appearing before the 
committee, but since it got by then, I would like to ask you this ques. 
tion : 

The Railroad Retirement Act provides that with respect to the em 
ployee with less than 10 years’ service and who is separated from rail- 
road employment, his portfolio or his file is passed over to social 
security. 

Mr. Loomis. Yes. 

Mr. Avery. How and when does it pass? Assuming I worked for 
the railroad for 7 years and was separated from employment and I 

yas gone a year and maybe my file had gone over there and then I 

vas recalled to work, how many times does that pass back and forth! 
What place does it finally rest? I have never been able to quite 
understand that. 

Mr. Loomis. Apparently that transfer doesn’t take place until 
retirement. 

Mr. Avery. I see. That simplifies that considerably. It stays with 
the Railroad Retirement Board until the employee is finally retired 
and has reached 65 years of age? 

Mr. Loomis. Yes; I think that is correct. Once he got over the 
10 years, of course, it would stay there. 

Mr. Avery. It would always remain with the Railroad Retirement 
Board. Suppose he worked 9 years and contributed toward his retire- 
ment at the 614-percent rate. 

Suppose he only worked 9 years and then his file was passed over to 
social security, where the rate is only about half that? Then what 
becomes of the differential in the contribution ? 

Mr. Loomis. It stays in the retirement fund, I am told. 

Mr. Avery. However, he would only draw on the basis of social- 
security retirement, even though he has worked 9 years? 

Mr. Loomis. That is right. I am getting my information from the 
Board, Mr. Avery. 

Mr. Avery. I prefaced my questions that way. I should have gotten 
that information from the Board, but it got by me. 
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Just one more question, and this is back on unemployment insurance 
again. Under the present law, the employee who has qualified for 
unemployment insurance is entitled to 13 weeks’ compensation. 

Mr. Loomis. Twenty-six weeks. 

Mr. Avery. Under present law ? 

Mr. Loomis. Yes. 

Mr. Avery. The bill we have before us, H.R. 1012, would propose 
to increase that by 13 more weeks? 

Mr. Loomis. By 26 weeks. 

Mr. Avery. All right. We extended the Unemployment Insurance 
Act in the 85th Congress on a temporary basis for a 50-percent in- 
crease in the then maximum time; is that correct ? 

Mr. Loomis. That is my understanding. 

Mr. Avery. Which was 26 weeks. We set it up to a maximum of 
39 weeks. As I understand, that authorization would expire April 1, 
1959; is that so ¢ 

Mr. Loomis. That is my understanding. 

Mr. Avery. Therefore, then, if we do nothing in the extension of 
railroad unemployment insurance compensation, if we don’t change 
the present law and the 1958 act is not extended, am I correct in 
assuming that all employees will be treated alike after April 1, 1959? 

Mr. Loomis. That is my understanding. 

Mr. Avery. If we should extend railroad unemployment insurance 
and no other action is taken on the other forms of employment, then 
we would have a disparity in the opposite direction of what we have 
now. 

Mr. Loomis. Yes, sir. 

Mr. Avery. That isall, Mr. Chairman. Thank you. 

The CuatrmMan. Mr. Glenn? 

Mr. Guenn. No questions, Mr. Chairman. 

The Cuatrman. Mr. Devine? 

Mr. Devine. No questions. 

The Cuarrman. Mr. Nelsen? 

Mr. Netsen. Thank you, Mr. Chairman. 

The testimony that you have here, Mr. Loomis, I take it, under- 
writes the idea that some improvements are needed in the retirement 
program and are justified, but you do make some suggestions as to 
things that ought to be done relative to the bill that has been pro- 
posed ; and, also, the trainmen in their testimony, I think the evidence 
indicates, have some doubts in their minds whether the fund would 
be sound under the benefits that were proposed with the rate that was 
proposed. 

he observation I would like to make is this: That it seems to me a 
tragedy if we proceed on a program that isn’t actuarially sound. 
Great harm could be done. On the other hand, I agree with Mr. 
Flynt that it would be well for the two groups to get together, the 
trainmen, with the idea in mind that their jobs are a stake, and those 
of us who live out in the sticks don’t want to do anything that will 
hurt the railroad that serves our community. At the same time we 
wish to be fair to the employee group, and I think a great deal of 
oupemien ought to be effected in this picture. 

That is all Mr. Chairman. 

The Cuatrman. Mr, Keith? 

Mr. Kerrn. No questions. 
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The CuarrmaAn. Did you have another question, Mr. Brock? 

Mr. Brock. No questions. 

Mr. Hempuim. Could I ask one more question ? 

The Cuatrrman. Mr. Hemphill. 

Mr. Hempuity. The chairman was examining you a little while ago 
with regard to statistics about 725,000 drawing retirement benefits 
now as against 810,000 employed supporting the fund. 

You made a statement that if the trend continued you would have 
to rely upon the general funds of the United States. 

Did I understand you correctly ? 

Mr. Loomis. That is exactly what I said. 

Mr. Hempuity. Where in the law is there any obligation on the 
United States to fund up the retirement program of the railroads as 
compared to the steel industry or any competitive industry of the 
railroad ? 

Mr. Loomis. There is not, but if the Congress keeps on increasing 
benefits, I just do not know who is going to be able to pay for it, 

Mr. Hementtyi. Are you aware of the fact that the Congress has 
attempted from time to time to fund up the civil service retirement 
program? Actuarially, at this time, it 1s calculated to be $16 billion 
in the red. 

Are you familiar with that? 

Mr. Loomis. No, I am not. 

Mr. Hempnuiy. And if the Congress will not fund up the program 
of the Government employees, which some say it has an obligation 
to do, how can it be expected to fund up a private enterprise program 
in respect to railroads as to which you admit there is no obligation? 

Mr. Loomis. Ido not know. I simply do not know where the money 
is coming from. 

Mr. HemPuitt. Suppose the trucking people and the shipping peo- 
ple came in and said, “You have to fund up our retirement instead of 
of railroad retirement” ? 

Mr. Loomis. You are speaking now where they have a negotiated 
plan of their own ? 

Mr. Hempnuity. Yes. 

Mr. Loomis. I would suppose they would cancel the plan if they 
got into that situation. 

Mr. Hempum.. You do not subscribe to the economic political 
theory that because the Government imposes some regulation it has 
a financial responsibility because of regulatory practices, do you! 

Mr. Loomis. I would think that where the Government imposes a 
financial obligation it has some responsibility for that obligation. 

Mr. Hempuiiy. Under those circumstances, you would say that the 
Securities and Exchange Commission has the responsibility to run 
the stock exchange and the Interstate Commerce Commission has the 
responsibility to run the railroads. 

Mr. Loomis. No, I do not think the Securities and Exchange Com- 
mission imposes a financial obligation on the Stock Exchange. 

Mr. Hemputtt. It isa regulatory agency just like the Railroad Re- 
tirement Board. 

Mr. Loomis. Yes, but they do not say you pay so much for this or 
so much for that. 
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Mr. Hempniti. You admitted a while ago you made no attempt to 

et out from under the governmental jurisdiction. Did you not tell 

r. Younger that? 

Mr. Loomis. I believe I did. 

Mr. Hempuityt. Thank you,sir. Thatisall. 

The Cuairman. Mr. Loomis, as I understand, in the presentation 
of your statement it is your purpose to leave the explanation of the 
unemployment features of this bill to Mr. Calhoun ? 

Mr. Loomis. That is right. 

The CuarrMAn. And the proposed amendments to which you re- 
ferred will be proposed and explained by him? 

Mr. Loomis. Yes, sir. 

The Cuarrman. And insofar as the retirement program is con- 
cerned, the viewpoint of your organization is as you have explained 
here in your statement ? 

Mr. Loomis. Yes, sir. 

The Cuarrman. And it is to that extent that you are willing to go 
approximately one-half? 

r. Loomis. On retirement. 

The Cuarrman. On retirement of what is proposed in the bill H.R. 
1012 and related bills? 

Mr. Loomis. That is right. Coupled with that are the amend- 
ments to the Social Security Act, which Mr. Calhoun will explain. 

The CuarrMan. Very well. 

Mr. Drncetu. Did yousay “Social Security Act” ? 

Mr. Loomis. Unemployment. I do not know that I said either one. 

The CHarrMan. You just said “social security.” 

Mr. Loomis. I meant “unemployment.” 

The Cuarrman. I thought you might have meant as they would 
relate to the railroad retirement features. 

Mr. Loomis. What I meant was that what I had been trying to out- 
line was a package proposal on the part of the railroads covering both 
the retirement and unemployment features, and that Mr. Calhoun will 
deal specifically with the details of the unemployment features. 

The Cuarrman. Any questions relating to the amendments pro- 
posed by your industry will be explained by him? 

Mr. Loomis. So far as unemployment is concerned, yes. 

The Cuarrman. That is right. That is what I understood. 

: In behalf of the committee let me thank you for your presentation 
ere. 

Mr. Loomis. Thank you, Mr. Chairman and gentlemen. 

The Cuarrman. The committee will adjourn at this time until 
oa at 10 o’clock in the morning, at which time Mr. Whitman will 

the first witness. 

(Whereupon, at 4:05 p.m., the committee was adjourned to recon- 
vene at 10 a.m., Tuesday, February 17, 1959.) 





— — ee = m = SS mt ORR BS ~~ OPS HS OOOO Ot eS Oe 





















RAILROAD RETIREMENT AND RAILROAD UNEMPLOY- 
MENT INSURANCE LEGISLATION 


TUESDAY, FEBRUARY 17, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForeiGN CoMMERCE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a.m., in room 
1334, New House Office Building, Washington, D.C., Hon. Oren 
Harris (chairman), presiding. 

The CuarrmMan. The committee will come to order. 

The first witness this morning will be Mr. Frederic B. Whitman, 
president of the Western Pacific Railroad. 
Mr. Whitman. 


STATEMENT OF FREDERIC B. WHITMAN, PRESIDENT, WESTERN 
PACIFIC RAILROAD 



















Mr..Wuirman. Mr. Chairman and gentlemen of the committee, my 
name is Frederic B. Whitman. I am president of the Western Pa- 
cific Railroad, having held that position since July 1, 1949. 

I started in the railroad business as locomotive fireman in 1919 
after graduation from college. 

The Western Pacific Railroad is one of several railroads which 
link the rapidly growing West with the Midwest and East. We 
operate 1,189 miles of main track—the principal line running from 
the San Francisco Bay area through California and Nevada to Salt 
Lake City, Utah. Our gross revenues in 1958 amounted to al- 
most $52,100,000. 

I deeply appreciate the opportunity to appear before you and to 
try to tell you, in the brief time allotted to me, what the cost of un- 
employment compensation presently means to the Western Pacific 
Railroad Co. and also describe to you the serious adverse impact 
that the proposed enlargement of unemployment compensation bene- 
fits will have upon our employees, our financial picture, and upon 
our ability to carry out our obligation to furnish our shippers ade- 
quate service at reasonable rates. 

I am proud, and I believe justifiably so, of the operating record 
that the Western Pacific has been able to establish among class I 
railroads. There are certain indexes that are used to measure ef- 
ficient operation—such as average freight-train speed, average car- 
miles per car-day, gross ton-miles per train-hour, and freight-loco- 
motive-miles per day—and the Western Pacific ranks high in most 
of them. This efficiency in operation has been accomplished, with- 
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in the limits of our financial ability, by taking advantage of and, in 
some instances, pioneering the technological advances in the industry, 
To do this has required a tremendous investment in diesel power, 
centralized traffic control, extension of sidings, improved roadway 
and modern rolling stock. Since 1948, we have made capital ex. 
penditures for roadway. of approximately $37,604,000, financial al. 
most entirely from earnings, 

In addition, we have spent, or’ have become obligated for, $53, 
695,000 for the purchase of new equipment which also has been paid 
for—or will be paid for—from earnings. 

The Western Pacific operates in one of the fastest growing areas in 
the country and in a highly competitive field. If we are to maintain 
our position in this highly competitive transportation field and render 
the public service to which we are committed, it is imperative that we 
devote every available dollar toward improving our plant and equip- 
ment and toward maintaining our credit so that we are in a position 
to perform the type of service our customers insist upon if we wish to 
have them continue as our customers. It is essential that we do this 
not only in the public interest but also for the well-being of the com- 
pany and the continued well-being and employment of our employees, 

Our proposed capital expenditure program for 1958 amounted to 
‘about $7,778,100 but, because of heavy capital expenditures in. 1957 
and previous years along with decreased earnings during the 1957-58 
recession, our cash position was such that we were only able to go 
ahead with a program in 1958 of about half that size (roughly, a 
total of $4,704,833). Thus, we were obliged to defer much of a badly 
needed rail and ballast program, which expenditures must be made 
up in future years. While our cash position improved during the 
latter months of 1958, we continue to find ourselves in 1959 obliged 
to make additional further deferments in maintenance. Our total 
expenditure program this year is planned at $7,391,950 but this is, 
again, only about half of what we would be spending if the funds 
were available. 

As a matter of fact, yesterday Mr. Bennett made some mention of 
Mr. Forgash’s article in the recent Railway Age about piggyback. 

Our program this year contemplates an expenditure in this total 
of $7,300,000 of about $1,300,000 for piggyback flatcars, but in order 
to prevaae that money we are going to have to defer necessary rail 
and ballast programs which will have to be made up later. 

These expenditures, past and future, are for the purpose of hold- 
ing the business that we have and attracting the additional business 
we must have if we are to remain a going concern. If we don’t re- 
main a going concern because of our inability to retain and also in- 
crease our traffic, employment opportunities on the railroad, will 
worsen or disappear accordingly. I am sure that our workers are 
much more interested in continued and improved employment oppor- 
tunities than they are in unemployment compensation. I have dwelt 
on the matter of our finances and financial necessities at some length 
because they offer some background for a proper understanding of 
what the cost of doing business means to us and to our shippers and 
employees. It also indicates how important it is to all of us that our 
costs be not enhanced without an adequate return. 
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Out of a total of $39,100,715 operating expense in 1958, our payroll 
amounted to $23,908,531. This amounts to over 61 percent of our 
operating expenses. é 

I think there was some discussion yesterday before the committee 
as to the extent of the payroll as a part of operating expenses in the 
railroad industry as compared with other industries, but this 61 per- 
cent that we have indicates that one of the major sources of our cost— 
actually there were 46 percent of revenue, 61 percent of expenses—46 

recent of our revenues were in payroll cost. 

In addition to our payroll, however, we have two other very sub- 
stantial items of direct labor costs, i.e., railroad retirement and unem- 

Joyment insurance. In 1958, in addition to this railroad figure of 
93.9 million, railroad retirement cost us $1,016,962 and unemploy- 
ment insurance $406,951, a cost of $1,423,913. 

When Congress passed legislation, in 1956, granting an additional 
10 percent in railroad retirement benefits to railroad employees, no 
provision was made for financing these additional benefits. To pro- 
vide for financing this 10-percent increase and to provide an addi- 
tional increase in benefits comparable to that granted last year under 
the social security system, the railroads have expressed a willingness 
to increase their contribution to the railroad retirement fund from 
614 percent to 634 percent, on a base increased from $350 per month 
per employee to $400 a month. We estimate that this will cost the 
Western Pacific continued additional payments of approximately 
$200,000 annually in the future, or an increase of about 20 percent 
over our present continuing payments. 

Now as to unemployment compensation. In 1958 our payments 
cost the Western Pacific $406,951. For 1959, based on the present 
law, the cost will be $488,300. However, under the proposed legisla- 
tion, which you are considering and which increases the percentage 
from 3 to 314 percent on a new base of $400 per month per employee, 
our cost would amount to $638,400. 

Furthermore, it does not appear that the 314 percent will be adequate 
to finance the increased ‘benefits proposed by H.R. 1012. 

As you will note, the Railroad Retirement Board’s report submitted 
to your committee states that, in all probability, 33, — pos- 
sibly even 4 percent—would be necessary to finance the proposed ad- 
ditional benefits. 

Should this legislation be passed and a rate of 334 percent is found 
necessary, our annual cost would become $684,000; and at a 4-percent 
rate, $729,600. Thus, it is clear that if the bill becomes law we can 
expect to have to divert additional amounts of between $150,100 and 
$241,300 each year, away from productive expenditures to a use of 
doubtful value. I say “of doubtful value” because of the record of 
abuses of unemployment insurance in the railroad industry, which 
has been discussed in the testimony of Railroad Retirement Board 
Member Thomas Healy presented to you on February 4, 1959. 

Furthermore, I would point out that, when we are required to di- 
vert these additional funds away from funds which should be used 
for much needed maintenance and improvement, the railroads are 
in a less favorable position to maintain and enhance employment op- 


portunities that would be available if we were able to make these 
expenditures. 
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I have prepared, and there have been distributed to you, two charts 
which will give you a visual demonstration of what occurs to employ- 
ment as business drops off. You have these two charts here. 

The first one is an overlay and I will refer to that first. 

The second one, chart B, goes under the overlay, but let us take g 
look at the overlay for a minute. 

The first chart, marked “Exhibit A,” is an overlay index chart 
showing the rela onship of Western Pacific’s total roll to its average 
number of employees since the end of World War Il. You will note 
that in 1958 the average number of employees employed on our rail- 
road was 55 percent of the total we had in 1945. But also please note 
that in 1958 the total payroll had risen 12 percent above what it was 
in the base year of 1945 even though we had far less people employed, 

The second chart, marked “Exhibit B,” is an index chart. which 
shows che relationship of revenue ton-miles to revenue per ton-mile for 
the same period. Revenue ton-miles measures the physical amount of 
business that the railroad handles from which we receive revenue and 
the revenue ton-mile shows the revenue per unit that we receive for 
hauling that business. The chart shows that since 1945 the amount 
of business done has diminished by almost 30 percent, while revenue 
per ton-mile has increased by 47 percent. That, of course, is the 
effect of various freight rate increases which were referred to yester- 
day in the committee hearing. 

By placing the overlay chart A over chart B, you will see that the 
decrease in Western Pacific employment almost exactly coincides 
with the decrease in the amount of business we have done. There also 
appears on chart B an index of total operating revenue, which shows 
the fluctuations since 1945. If you will compare this index with the 
index of payroll fluctuations on A, you will see that payroll is up and 
operating revenues are down. The charts demonstrate a trend which 
we have no reason to believe will be reversed until our cost of doing 
business becomes more stabilized. Stabilization of our costs of doing 
business is not possible so long as we are arbitrarily required to 
divert our resources to uses which are unproductive from the stand- 
point of holding onto or increasing our volume of business. 

In the passage of the Smathers-Harris Act of 1958, Congress took 
cognizance of the fact that railroads all need assistance badly. The 
railroads are appreciative of the aid provided by the 1958 legislation 
but must have the further legislative relief they are now seeking if 
their fortunes are to be improved sufficiently to put them in sound 
financial position. Such congressional aid as has been or will be 
afforded them should not be subverted by any improvident action in 
the field of unemployment compensation, as is contemplated in the 
proposed bill H.R. 1012. 

The serious effect on the railroads’ financial position of increasing 
unemployment costs, as proposed in H.R. 1012, is apparent in yet 
another, and no less important, way. The railroads, trucks, airlines, 
bargelines, and steamship companies are all competing for the trans- 
portation dollar. In the field of retirement and unemployment bene- 
fits, all of these competitors, except the railroads, are subject only to 
the Social Security Act and the State unemployment compensation 
acts. Thus the impact on our competitors of the expense of retire- 
ment and unemployment benefits imposed by Government. is much 
less severe than on the railroads. 
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For example: A comparison, between the social security tax rate of 
91 percent of the first $400 per month of each employee's salary and 
the present and proposed tax rate and base for railroad retirement, 
shows that the trucks, airlines, bargelines, and steamship companies 
pay $10 per month per employee earning at least $400, while the rail- 
roads now pay $21.88 per month per employee earning $350, and 
have at these hearings agreed to a proposed amendment to the Rail- 
road Retirement Act which would increase this to $27 per month: 
$120 per employee per year for our competitors ; $824 per employee 
per year for us; which means that our competition’s cost for retire- 
ment is 63 percent less than ours; that is the retirement imposed by 
Government. 

As to unemployment compensation costs a similar comparison of 
railroad costs to those of our competitors operating in the same States 
in which we operate shows the following: 

In California, our competitors pay $51 per employee per year; in 
Nevada, $82.80 per employee per year; and in Utah, $48 per employee 
per year; while Western Pacific and all other railroads pay $126 per 
employee per year. 

Thus, depending on which State one selects in comparison our com- 
petition’s costs for unemployment compensation are anywhere from 
34 to 62 percent less than what we pay under present provisions of the 
Railroad Unemployment Insurance Act. 

By combining the relative costs of unemployment compensation 
and retirement, it develops that in the field of these costs the railroads 
have a disadvantage of anywhere from 55 to 63 percent. 

How, in good conscience, can we be expected to assume a further dis- 
advantage by increasing unemployment insurance costs under the pro- 
posed legislation by as much as $66 more per employee annually? 
Gentlemen, I submit to you that in all fairness we should not be sub- 
jected to this, especially when added to the competitive disadvantages 
under which we are already struggling in other ways. 

I would not like to have the committee get the impression from what 
I have said that I am opposed to railroad retirement or unemploy- 
ment compensation; but I am unable to see that there is any justifica- 
tion for greater liberality in either of these fields, as far as the rail- 
roads are concerned, than pertains to industry generally. The dis- 
tinct disadvantage of the railroad industry in this regard should not 
be increased by further and costly liberalization of unemployment 
benefits; rather, the administration of unemployment compensation 
should be tightened by appropriate legislation to eliminate the fla- 
grant abuses that were so well described by Mr. Healy in the testimony 
he submitted on February 4, 1959. 

I was shocked to read in the statistical summary of operations, Bu- 
reau of Railroad Unemployment and Sickness Insurance, for the 
fiseal year ending June 30, 1958, that in a 8 percent sample check for 
possible employment on the days claimed as idle, 22.7 percent of 
claimants in the 3 percent sample were found to be drawing benefits 
fraudulently. This is indeed alarming. 

Unlike many of the State systems, under the railroad unemploy- 
ment system the reason given by a person for being unemployed is not 
required to be checked with the last employer. In a recent experiment 
with the regional board in our area, information which we furnished 
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the board—with respect to reason for termination of employment— 
resulted in the disqualification of a number of claimants who were 
attempting to process fraudulent claims. 

In my opinion, if the act were amended to prevent the abuse of 
funds and to weed out unconscionable claims, there would be no need 
for any increase in the cost of unemployment compensation. 

Accordingly, in conclusion I respectfully urge upon the committes 
that the proposed amendments to the railroad retirement and railroad 
unemployment insurance systems contained in H.R. 1012 be rejected 
and that the proposals as outlined in Mr. Loomis’ testimony and ag 
will hereafter be outlined by Mr. Calhoun be adopted. 

Gentlemen, I wish to thank you for your kind attention. 

The Cuamman. Thank you very much, Mr. Whitman, for your 
statement. 

Mr. Williams, do you have any questions ? 

Mr. Wru1aMs. No questions. 

The Cuarrman. Mr. Schenck? 

Mr. Scuencx. No questions. 

The Cuarrman. Mr. Mack? 

Mr. Mack. No questions, Mr. Chairman. 

The CuatrmMan. Mr. Derounian ? 

Mr. DerountAn. No questions, 

The CuHarrman. Mr. Rhodes? 

Mr. Ruopes. No questions, Mr. Chairman. 

The Cuatrrman. Mr. Younger, do you have any questions? 

Mr. Youncrr. Yes, Mr.Chairman. Thank you. 

May I state for the record that Mr. Whitman, who comes from Cal- 
ifornia, is not only a very able railroad president, but he is one of the 
most valuable civic and business leaders of San Francisco. We are 
very glad to have him asa witness. 

I would like to ask you, Mr. Whitman, whether the Western Pa- 
cific has passed through any receivership. 

Mr. Wurrman. Yes; it has. It first went into receivership in 1916, 
coming out in 1918, and it last passed through receivership starting in 
1935 and coming out in 1945. 

Mr. Youncrr. We hope we do not have any further receivershi 

Have you any figures as to what the write down was in the capitali- 
zation of the railroad in connection with these receiverships, that is 
the loss to the public ? 

Mr. Wuirman. I have not any figures on the earlier receivership, 
but I do have the figures on the last one, the one that started in 1935 
and ended in 1945, and that shows that the book value of the capital 
and preferred stock in 1944, the year before the railroad came out of 
receivership, in other words, the same capitalization they had when 
they went in, amounted to $75,800,000, of which $47,500,000 was com- 
mon stock. 

In 1945, this was written down to $50,396,000, of which $18,546,000 
was common stock. 

As to the funded debt in 1944, that amounted to $78,135,415, and 
this was written down to $30,657,300. As to the common stockholders, 
it is my recollection—I was not with the company at the time—that 
the company stockholders after the reorganization was completed 
were wiped out completely and the new common stockholders were 
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those that held funded debt, which was issued to them in lieu of some 
of the funded debt. ae 

Mr. Youncer. In other words, they took a loss of $48 million, 
roughly ¢ iti 

Mr. WuiTman. That is right. adel 

Mr. Youncer. And were given some common stock in lieu of that 
loss 4 ery 
Mr. Wuirman. That is right. 

Mr. Youncer. That is all [ have, Mr. Chairman. 

The CoarrnMAN. Mr. O’Brien. 

Mr. O’Brien. Mr. Whitman, just one question. Do you think that 
the western railroads generally operate in a better economic climate 
than the eastern railroads? I have in mind such things as local taxa- 
tion and so forth. 

Mr. Wurman. Well, I must say that I do not feel that we really 

rate in a very favorable climate of local taxation as far as the 
estern Pacific is concerned or the railroads in California and Ne- 
yada are concerned. 

Mr. O’Brten. Then you think that your problems in that respect 
are substantially the problems of the railroad industry generally ¢ 

Mr. Wuirman. I would say that they are very similar; yes. 

Mr. O’Brren. That is all, Mr. Chairman. 

The Cuarrman. Will the gentleman yield on that point? 

Mr. O’Brien. Yes. 

The CHarrMan. Is it not true, Mr. Whitman, in the course of our 
hearings and study and investigations which resulted in the Trans- 
portation Act of 1958, that there was a great deal of information that 
the railroads which operated in certain metropolitan areas of the 
country did not enjoy the favorite climate of the railroads elsewhere 
in this country ? 

Mr. Wuirman. Yes; there was testimony to that effect. 

The CuarrMAN. Because of the local taxes and other requirements 
and particularly in providing commuter service and so forth? 

Mr. Wuirman. That is true, with respect to commuter service; yes, 
sir. 

The CuarrmMAn. Then to that extent, if that be true, such railroads 
as yours do enjoy a more favorable climate? 

Mr, Wurman. You are correct. 

The CHarrMAN. Does that further clarify your point? 

Mr. O’Brien. Yes; it.does, Mr. Chairman. It opens the way for me 
toask another question, if I may. 

The CuarrMan. Yes. 

Mr. O’Brien. I notice in spite of that difference in economic climate 
that on your railroad the average number of employees dropped 45 

reent from 1945 to the present, whereas the railroads generally 

opped about 43 percent, according to the testimony of Mr. Loomis. 

Here we have a case of where a railroad which, to some extent, 
operates in a better economic climate, has in that period of time reduced 
its employment slightly more than the national average. 

I was wondering if there was any particular reason for that. Would 
that-be technological changes, and so forth ? 

Mr. Wairman. Yes; that may be so. We were fully dieselized in 
1954 and I understand some of the railroads are still operating steam 
locomotives. 
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We also completed installation of centralized traffic control on oy 
railroad in about the same year over the entire main line, which ig no} 
true of a lot of other railroads. 

Mr. O’Brien. Thank you. 

The Cuarrman, Mr. Avery? 

Mr. Avery. Just one question, Mr. Chairman. 

As these various competitive modes of transportation appear before 
this committee, each tries to build a case to show the competitor jg jp 
a more favorable position than they are. 

I just wondered, Mr. Whitman, was the Western Pacific built at 
the time when the land grants were being given to railroads or not? 

Mr. Wuirman. No; it was not at that time. We had to do ours 
the hard way. 

Mr. Avery. I thought that ought to show in the record. 

The CHarrmMaANn. Where does your railroad operate, Mr. Whitman? 

Mr. Wuirman. We operate between Oakland, Calif., and Salt Lake 
City, Utah, on our main line. Then we have a secondary main line 
that operates from Keddie, Calif., to Bieber, Calif., connecting with 
the Great Northern at that point. > 

The CHatrmaNn. Mr. Kilgore? 

Mr. Kireore. No questions, Mr. Chairman. 

The Cuarrman. Mr. Devine? 

Mr. Devine. No questions. 

The CHarrMan. Mr. Rogers? 

Mr. Rogers of Florida. No questions, Mr. Chairman. 

The Cuarrman. Mr. Nelsen, any questions? 

Mr. Netsen. No questions. 

The Cuatrman. Mr. Hemphill ? 

Mr. Hempniy. One question, Mr. Chairman. 

On page 14 of your testimony, you made the statement and did not 
qualify it: that 1f the same requisites were required for obtaining 
unemployment benefits by persons under the Railroad Retirement Act 
as required by all other citizens of the United States under the Unem- 
Pee Compensaiton Act that the elimination of the abuses would 

e sufficient to pay the cost. 

Do you have any figures on that, sir? 

Mr. Wuirman. No; I do not, but I can refer you to Mr. Healy's 
testimony. I think he presented figures which showed the amounts 
which are being paid for the various types of claimants that we feel 
should be eliminated as a result of this proposed legislation being 
enacted. 

Mr. Hempnitt.. Would you go so far as to suggest some penalizing 
provisions for fraudulent claims? 

Mr. Wuirman. Well, I had not thought of going that far. 

We would certainly like to have the act properly applied, of course. 

Mr. Hempuitn. The thought just occurred to me that if this is not 
universally accepted it should be accepted under unemployment con- 
pensation. 

Mr. Wurman. Yes; that is right. 

The Cuatrman. In that respect, I have a letter from Mr. Healy, 
member of the Railroad Retirement Board, responding to a question 
that was asked of him when he was testifying. He summarizes, by 
carriers, the results of checks by field representatives of the Board for 
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ossible fraudulent claims for unemployment insurance benefits under 
the Railroad Unemployment Insurance Act. 

This will be filed for the record, to be included at the proper oe 

The CuatrMAN. It shows that, from September 30, 1956, to Septem- 
ber 30, 1958, 16,742 cases were checked. Recoverable sases were found 
in 4,022 cases. Recoverable payments amounted to $524,256.01. Ac- 
tual recoveries through December 1, 1956, amounted to $228,244.43, 
which means that these types of cases cost the fund something like 
$975,000, approximately, during that 2-year period. 

Mr. Whitman, the bulk of the testimony here today and previously 
from the industry is critical of the procedure whereby the railroad 
industry has its own separate retirement and unemployment insur- 
ance program and, because of that fact and the kind of program you 
have, you are in an unfavorable competitive situation with other 
modes of transportation. 

Is it not true that in 1937 the railroad management and railroad 
employees, through their representatives, agreed to this principle of 
the retirement system ¢ 

Mr. Wurman. I believe Mr. Loomis testified to that effect yester- 
day. ae ‘ 

The CuHarrMAN. Then you are finding from experience that the 
representatives of the industry have made a mistake? : 

Mr. Wuirman. I believe so; yes, sir. 

The Cuarrman. More than 20 years ago by entering into such an 
agreement. The reason that we have the system today, and the Con- 
gress must deal with it as it does in this way, is because of the agree- 
ment between the industry and the employees. 

Mr. Wuirman. Yes, sir. It has fia called to my attention the 
agreement did not cover unemployment insurance. It referred to 
retirement. 

The CHamman. Yes, I think that is true. 

Mr. Wurman. My testimony has been largely with respect to un- 
employment insurance. 

The CuHarrman. Your industry was part of the agreement for a 
wage increase in 1956, was it not? 

Mr. Wurman. That is right. 

The CHarmMaAN. Your company participated in that? 

Mr. WuiTman. Yes, sir. 

The Cuarrman. You approved it? 

Mr. Wuirman. Yes, sir. 

The Cuarrman. That was an agreement between the industry which 
you were a part of and the employees of your industry under bar- 
gaining procedure ? 

Mr. Wurman. Yes. 

The Ciaran. And under that agreement, which you were part 
of, you gave an increase to the railroad employees to be effective that 
year, 1956, did you not? 

Mr. Wuirman. That is right; yes, sir. 

_ The Cuamrman. And the same agreement provided for another 
increase in 1958? 
Mr. Wurrman. 1957 and 1958, It was a 5-year contract. 


_ The Cuatrman. That was to meet inflation and the higher cost of 
living, is that true? 
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Mr. Wurrman. That is right; yes, sir. It even went beyond that 
to the extent of providing for increases for cost of living and algo 
a wage increase on top of that. 

The CHartman. I will ask you the same question I asked Mr 
Loomis yesterday. 

If, in your negotiations you voluntarily agreed that it was neces. 
sary to make those increases for those who are employed, how ean 
you justify opposition to those on the retired payrolls who likewise 

ave to meet the increased cost of living ? 

Mr. Wuirman. Well, we have proposed here, as far as the retire. 
ment is concerned, to go with 5 percent more to take care of our re. 
tirees. 

Qn the unemployment compensation, of course, I think it was 
brought out in Mr. Loomis’ testimony yesterday that that has in- 
creased to a greater extent than the cost of living has increased jn 
recent years. 

The Cuarmman. According to his own figures, it goes from a mini- 
mum of 8 percent up to a maximum of around 25 percent. 

Mr. Wurman. Yes. 

The Cuarrman. An average, according to his figures, of approxi- 
mately 20 percent. 

What percentage increase has resulted in your agreement for a wage 
increase in 1956, 1957, and 1958 ? 

Mr. Wurman. I am sorry, I do not believe I am able to translate 
that into a percentage increase. I can probably get the figures for 
you, however, and I would be glad to doso. 

The CuarrMan. In 1956 it was 1214 cents an hour; is that right? 

Mr. Wurman. That is right. 

The CuatrrmMan. What was it in 1957? 

Mr. Wuirman. Seven cents. 

The CuatrMan. Seven cents additional. That made 191% cents an 
hour. 

What was it in 1958 ? 

Mr. Wuirman. Seven cents. This was exclusive of the cost-of-liv- 
ing increases, of course. 

The Cuarrman. And that made 2614 cents an hour. 

Mr. WuiTMan. Yes. 

The Coarrman. What is the average hourly wage? 

Mr. Wuirman. Our average hourly wage in 1956 was $2.40 an hour. 
That is straight time wages. 

The Cuarrman. I think that is sufficient for the record to give us 
an idea. 

If there are no further questions, let me thank you very much for 
your appearance here and your willingness to be of assistance to this 
committee in any of these matters that come before us. 

The next witness will be Mr. Leonard Calhoun, speaking for the 
Association of American Railroads. 


Mr. Calhoun ? 


STATEMENT OF LEONARD J. CALHOUN, APPEARING ON BEHALF 0F 
THE ASSOCIATION OF AMERICAN RAILROADS 


Mr. Catnoun. My name is Leonard J. Calhoun. T am a member of 
the law firm of Harter, Calhoun, Lishman & Williams. I am appear- 
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ing on behalf of the Association of American Railroads, which I shall 
refer to in my statement as the association. My testimony will be with 
respect to railroad unemployment insurance. | e 

1 have had certain background experience which I think qualifies 
meto discuss this subject. ; 

From 1935 until 1943 when I went into the Navy, I was Assistant 
General Counsel of the Social Security Board and its successor, the 
Federal Security Agency. In 1946 I headed the special social security 
technical staff of the Ways and Means Committee which was estab- 
lished to make a comprehensive study and report on unemployment 
insurance, old-age and survivors insurance, and public assistance. 

There are several matters which will have to be covered in my state- 
ment. H.R. 1012 provides for an increase in the wage base for un- 
employment, sickness, and maternity benefits and also for the support- 
ing taxes from the present $4,200 to $4,800 and from a present 
3-percent rate to 314 percent. Under testimony that has been intro- 
duced the proposed rate is 4 percent. 

Also, the bill would extend benefit periods backwards and add 
additional benefits and extend periods forward, enabling some persons 
to draw benefits continuously for well over 2 years. The bill would 
eliminate the initial registration period requirements under the sys- 
tem and would pay benefits every time a claimant lost a day's work 
in a 2-week period. It would increase benefit rates to a point where 
in many instances the incentive to work would be seriously impaired. 

These proposals and the railroad’s counterproposals designed to 
keep the system within reasonable limits, to avoid some of the more 
glaring inequities, to limit benefits to persons generally attached to 
the labor market and to provide for 50-50 financing of sickness bene- 
fits require, unfortunately, a considerable time for even the briefest 
diseussion. However, in view of the limitations of time, I shall omit 
much of my formal statement, with the request that it be set out. in 
full in the printed hearings at this point. 

The CHamrMan,. Your statement will be included in the record in 
its entirety. 

Mr. Catnoun. I shall start by following it rather closely for the 
first few pages, and then I shall make considerable omissions. 

By way of preface, I shall state the generally agreed upon principal 
objective of unemployment insurance, as I shall refer to this key ob- 
jective from time to time. Unemployment insurance is intended to 
provide, within practical cost limits, to persons normally employed 
but currently unemployed due to lack of work and through no fault 
of their own, temporary benefits reasonably related to their normal 
earnings and of such size as to afford a reasonable floor of protection 
but not to impair their incentive to seek and engage in suitable work. 

You will find a description of various viewpoints of the purpose 

and major elements of the program in the ways and means study, 
“Issues in Social Security,” made by its technical staff, which I headed 
m 1946. 
_ My statement today is largely directed to the way the amendments 
in the pending bill meet or fail to meet the general objective I have 
stated, and how the proposed alternatives of the Association of Amer- 
ican Railroads meet this objective. 
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It seems manifest that H.R. 1012 would fail to meet one of the ele- 
ments of sound unemployment insurance I have referred to, providing 
benefits within practical cost limits. 

Your committee has already heard the cost estimates of the Railroad 
Retirement Board. You have heard the change of the employee 
member of the Board from his original position that the bill should 
be passed without amendment to the position that the proposed tax 
rate of 314 percent should be increased to 4 percent. You have heard 
the same view expressed by the spokesman of the Railway Labor 
Executives Association. 

It has also been made plain that further amendments would be 
necessary to insure the making of payments which would be required 
under the proposed bill during the next few months; expenditures 
would so exceed receipts as to more than exhaust all funds presently 
in, or coming into, the account during this period. 

As I remember, the report was that if H.R. 1012 were enacted there 
would be needed in addition to the amounts that will come in and 
the amounts now in the fund, something between $25 and $75 million, 
to cover expenditures in the present fiscal year ending June 30. 

When the original Railroad Unemployment Insurance Act was en- 
acted, it was recognized by the spokesman for the Railway Labor 
Executives that there should be a general conformity in certain im- 
portant respects with the State-Federal systems of unemployment in- 
surance, but since that time there has been a great and steadily increas- 
ing disparity between the States systems and that of the railroad sys- 
tem. ; 

It is to be expected that practical railroad minimum benefits should 
be considerably higher than those of the States, since class I railroads 
have a practical minimum wage of some $1.97 an hour, which, under 
the existing half-pay formula gives a weekly benefit of some $39.40 to 
their employees. But it is difficult to justify the fact that the benefit 

yaid these $1.97-per-hour persons under the existing railroad law is 
higher than the maximum benefit in the great bulk of our States. 

The table on the next page shows the maximum and average benefits 
being paid in each of our States. 

Under the 1938 law, the maximum total of benefits paid a person 
with $1,300 in base-year wages was $240. Today a person with $1,300 
in base-year wages receives $1,105 for unemployment and $1,105 for 
sickness. Under the pending proposal, he would receive $1,300 in 
each case. 

It is true that living costs have gone up, but so have wages. The 
$1,300 man probably receives $3,500 a year now. The pending bill 
proposes to pay him $9.50 a day, $47.50 a week, a possible total of 
$1,235 for unemployment, and $1,235 for sickness, over nine times his 
1938 maximum. 

Illustrative of costs is the proposed tax schedule to cover the pro- 
posed benefit expansion. In practically all States the competitors of 
railroads have unemployment contributions varying from a fraction 
of 1 percent to a maximum of 8 percent, or an average of around 1% 
percent of payroll with a $3,000-annual wage base. 

I won’t read any further from the statement at this point, but you 
can refer to this table which shows the tax rates effective as of the 
end of 1957, which is the latest official summary. Since that, some 
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rates have gone up some. The biggest increases have been this year, 
but those increases are not in such form that I could give you an exact 
tabular record. 

Since 1946, when sickness benefits were added to unemployment 
benefits under the railroad system, through September 1958, Seeace 
to table 1 of the December 1958 Social Security Bulletin, the railroa 
system paid out $445 million in sickness benefits and $928 million in 
unemployment benefits. During that same period all State systems 
paid out some $17.3 billion in unemployment benefits. 

Only four paid any sickness benefits, and of those four, the benefits 
were entirely, or a major part, subsidized by the contributions of the 
systems’ employees. 

Railroads had, over the years that I mentioned, an average dollar 
payroll coverage of only 4.3 percent of State payroll coverage, but 
railroad unemployment benefits had been nearly 5.4 percent of State 
benefits. In addition, railroad sickness benefits have been nearly 
2.6 percent of State unemployment benefits. 

In combination, the two kinds of benefits paid by the railroads have 
been nearly 8 percent of total State benefits, but have been financed 
by railroad payrolls equal to only 4.3 percent of State payroll 
coverage. 

I am referring to the total dollars in wages paid by the industries 
under the railroad system and those under the State systems. 

The average weekly benefit and maximum total benefit also afford 
a rough index. For September 1958, which is the month used in the 
table, under State laws the average weekly benefit was $30.66, accord- 
ing to table 10 of the bulletin—some $6.13 per working day. 

According to the Railroad Retirement Board’s Monthly Review 
for December 1958, page 20, the average daily benefit for railroad 
workers was $8.15, some 38 percent greater than the State systems. 

I will skip from that point over to page 6 of my written statement. 

To get practical answers to the questions of who qualifies for how 
much benefits and for how long, all unemployment systems, including 
the railroad system, employ certain conceptions. 

First, the base period. In the railroad system and in practically 
all others is a 12-month period called the base year. 

Second, the otential benefit period, during which the base year 
earnings will fe used to determine benefit entitlement, rate, and 
duration. The railroad system and practically all other systems 
employ a 12-month period called the benefit year. 

Third, the benefit formula, relating the sizes and duration of bene- 
fits in the benefit year to the individual’s base year earnings in work 
covered by the system. 

Fourth, conditions which must be met currently by claimants to 
qualify for benefits. Some of these are arbitrarily called qualifying 
ements and some disqualifying conditions. 

ecisions on these determine a system’s benefits and costs. 

On several of its proposals, the Association of American Railroads’ 

erej0n is supported by the unanimous, or practically unanimous, 
ecision of the 100 State legislative committees which framed State 
laws. Their decisions are important not only as precedents, but also 


because they are reflected in the State unemployment insurance 
systems. 
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Many workers who shift work between the State system and the 
railroad system are vitally concerned, as I shall point out, with ¢eop. 
sistencies in matters such as a person’s base year. The railroad 
system’s departure from the normal in this respect sometimes means 
a period of unneeded and unusable contemporaneous protection 
the railroad system and the State system, and at other times it means 
no protection at all under either system. 

The railroads’ proposals are designed to correct this. 

Present base year, benefit year, and qualifying provisions in the 
railroad law are responsible for results, at least some of which prob. 
ably were not anticipated when they were originally prepared and 
proposed by the Railway Labor Executives’ Association and adopted 

y the Congress. 

For example, a person who came into railroad work 14 months ago 
and becomes sick or unemployed can qualify for no present unemploy- 
ment benefits or sickness benefits under the railroad unemployment 
insurance system, even though he is sick or unemployed from now 
until next July, and this will be the case until next July. 

In contrast, a person whose last railroad work was in January and 
February of 1957, 2 years ago, and who doubtless has State coverage 
today, can nevertheless qualify under the railroad system right now 
and get benefits until Taly. A person with $4,200 in railroad wages 
in 1958 can qualify for 6 months of sickness and 6 months of unemploy- 
ment benefits in the period July 1, 1959-June 30, 1960, but a person 
with as little as $2,700 total, earnings from railroad work equally 
divided between 1958 and 1959 can qualify for 6 months’ sickness and 
6 months’ unemployment benefits in the period July 1, 1959, through 
June 30, 1960, and again for 6 months of each in the period July 1, 
1960, to June 30, 1961. On applying next January, he could draw 
unemployment benefits for as long asa solid year. 

Under the pending bill, this situation would be unremedied and he 
might qualify for benefits from now until well into 1961, as I shall 
show. 

I give this as an example of the capricious results from not haviig 
a proper relationship between base years and benefit years. A princi- 
pal proposal of the Association of American Railroads which I shall 
later describe will be to correct the base-year benefit relationship as to 
eliminate capricious situations such as I have just illustrated. 

We believe that the change proposed by the railroad association 
which would gear the base year’s ending, and the benefit year’s begin- 
ning to the date the unemployment or sickness occurs, is fair and equi- 
table. We do not believe that the provisions of section 303 of FLR. 
1012, providing a highly selective retroactive generosity in this con- 
nection, would be fair or equitable. 

I cannot believe that anyone actually wants potential benefit rights 
from a 4- or 10- or 52-week period of work to depend on whether the 
date of January 1 occurred during the work period, nor can I believe 
that anyone believes that when sickness or unemployment terminates 
an extended period of work, it should be necessary to look at the date 
on the calendar in which it occurred to find out whether or not benefits 
can be paid or for how long. 

Benefit levels and conditions of entitlement are also vitally impor- 
tant in a system, inasmuch as operation of our free enterprise system 
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is based. squarely on the financial difference between working and 
taking it easy. ’ ali 

Unemployment benefit checks, while providing a reasonable floor 
of protection, cannot be so large in relation to paychecks as to destroy 
the incentive to work. H.R. 1012 I believe is dangerous in this respect 
and the railroad association’s proposal to change the present, benefit 
formula to 60 percent of “paycheck” or “take home” pay is as far as we 
ean safely go. Even the General Motors, Chrysler, and Ford supple- 
mental benefits are so limited. The UAW supplemental benefit plans 
limit the overall benefit, including the unemployment. benefit paid 
by the State, to 60 percent of an individual’s pay after taxes, after the 
first 4 weeks, and these are also limited to 26 weeks. The railroads’ 
proposal of 60 percent of pay after tax formula would meet this 
criteria. 

If the proposed benefit formula in H.R. 1012 will produce benefit 
checks to many individuals of as much as 87 percent of their normal 
paycheck, and if it systematically gives substantially large benefits in 
proportion to paychecks to persons without dependents than it does 
to persons with dependents, we submit that the formula needs revision. 
If, under it, a person who would receive paychecks totaling $2,848.30 
for full-time work in a year would receive only $122.15 less if he worked 
in 6 months and drew benefits for 6 months, that, is a dangerous provi- 
sion. Many people would sacrifice $122.15 to work 130 fewer days in 
ayear. That is what H.R. 1012 would do. 

The hazard of unemployment which railroad unemployment insur- 
ance will hereafter cover should be clearly defined to exclude unem- 
ployment arising from voluntary acts and unemployment which in- 
volves no involuntary pay loss or no pay loss at all. It would be folly 
for any insurance company to pay a person a fire loss on a house 
deliberately or in anger burned down, or on a house whose burning 
caused him no loss, It is equally inadvisable to pay benefits in some 
instances of unemployment or sickness where benefits are being cur- 
rently paid. 

To illustrate, if John Doe, a railroad man, gets himself fired for 
violating a safety rule, his job loss is from his own act and should be at 
hisown risk. This is specific in the supplementary unemployment bene- 
fit plans negotiated by the UAW-CIO. It is true under the District 
of Columbia unemployment law written by Congress. It is true under 
every one of the 50 State laws written by State legislatures. Only 
under railroad unemployment insurance can an individual so dis- 
charged walk over to the retirement claims office, apply for, and 
receive unemployment benefits. If he gets jailed for misconduct and 
the Railroad Retirement Board gets notice of this fact, he may be 
disqualified for unemployment benefits as unavailable for work and 
lose some days’ benefits on this basis, which he might consider a techni- 
cality. Ifthe thought of this makes him ill, or, in any event, if he can 
get the jail doctor’s certificate that he is sick, he can receive full bene- 

ts while he is in jail, as sick benefits, though obviously he is not losing 
a dime of pay because of this sickness. 

Likewise, contrary to the provisions that Congress wrote in the 
District. of Columbia Act and the legislatures of all 50 States wrote 
in State acts and UAW-CIO and companions wrote in the supple- 
mental unemployment benefit plans, when a person walks off a job 
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on a lawful strike he can claim and receive what is, in effect, strike 
pay financed by the railroads by way of unemployment benefits, 

We proposed to plug this loophole. Situations such as those illys. 
trated require remedial clarification of the unemployment risk to be 
covered such as are proposed by the railroad association. Their rem. 
edy is imperative in view of the fiscal situation that is now faced by 
the system, as well as being required by equity and good conscience 
and the public interest. 

I have referred to some of the capricious results in the base year 
and the benefit year. I have next in my statement a considerable 
description of exactly how it works, but I will largely pass over this 

art. 
. I would like, however, to point out again that the fixed base year 
adds an unnecessary capriciousness to the railroad system. The state- 
ment gives several more illustrations of how the work happens to be 
divided by calendar years can determine whether a person gets benefits 
in 2 years or gets them in 1 year or does not get them at all. 

At times the passage of January 1 in the midst of a work period 
means that a person gets no benefits who would otherwise qualify for 
benefits. 

There has never been, so far as I have heard, and I have attended 
or read many hearings, any real defense for the fixed base year and 
the fixed calendar year and a 6-month interval, excepting the argu- 
ment of administrative convenience. That same argument was 
brushed aside by Mr. Harper when, in 1954, there was introduced 
the additional formula of one-half base pay. 

At that time Mr. Harper testified in behalf of this proposal despite 
any administrative difficulties, and he concluded with this statement, 
which I think is worth repeating : 

Administrative costs, unless they are exorbitant, should not stand in the 
way of the administration of this act and the greater benefits; if that is the will 
of Congress. 

I might also point out that Mr. Harper’s current objections to 
administrative difficulties in connection with the individual base year 
and benefit year proposed by the railroad association could equally 
apply to section 303 of H.R. 1012, which he supports, for this section 
will itself establish individual benefit years and require separation 
reporting because it fixes individual benefit years, some of which may 
be much too close for the base year for the normal procedure of 

athering employment data to be available to the Railroad Retirement 
Board To pay some individuals there would have to be requested 
separation reports that would supply data as to his last daily wage 
and his total wages for 1958. 

I won’t go into any details of that request reporting except to say 
that it is perfectly feasible, just as reporting is feasible under the 
railroad association proposal. 

The system of sndividusl base years and benefit. years is carried out 
in States covering, as I remember, about 95 percent of the total coy- 
ered in unemployment insurance under State systems. There have 
been separation reports for protracted periods in some of the largest 
industrial States. I have never heard any charge that this did not 
work well or that there was any delay in making the payments. 

I would like to talk very briefly on this proposal of H.R. 1012 to 
give a few people relief that are present victims of the fixed base 
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ear and benefit year—those people who have had over 120 months 

of railroad service at some time in their lives. For those people 
their benefit year would start with their unemployment when they 
otherwise would have to wait until the following June, which might 
be anywhere from 10 months to a few da s. Lira 

The important point is that the under yang cause of this situation 
js a fixed base year and benefit year. ‘The Railroad Association’s 
proposal is very simple. It would eliminate the 6 months’ lag period 
and would make the qualifying year the 12 completed months ending 
when the person applied for benefits; and the benefit year the 365 
days following this application. Thus every person’s qualifying or 
base year would end and his benefit year would begin at the time 
he first becomes sick or unemployed. His employment in this base 
ear, rather than in some preceding calendar year would properly 
test his qualifying work, and his benefit period would give him cur- 
rent benefits. 

The next problem I want to call to your attention is defining “quali- 
fied individual,” and I will try to make this discussion rather brief. 
Section 3 of the pending bill recognizes that the present definition 
of “qualified individual” is insufficient to show attachment to the 
labor market. Presently a person qualifies with base year wages of 
$400. The bill proposes to make it $500, but we do not think that 
$500 is a reasonable test. 

One underlying reason why the railroad system is near bankruptcy 
even under existing law is that it currently pays benefits to persons 
who are not in the railroad labor market and thus should look to 
their State unemployment insurance systems. 

I gave you the example of a person whose last qualifying railroad 
work was in 1957. Since that time he has had a 2-year period to 
qualify under State laws and doubtless has done so, but he also has 
an opportunity under existing railroad law to come in and get the 
higher benefits from the railroad system. We do not believe that 
this results in a fair division of the benefit load between the Federal 
railroad system and the State unemployment systems. We do not 
believe that this drain on the railroad fund is fair. We do not be- 
lieve that railroad money should be used to pay a person so long 
separated from railroad employment. 

My statement contains some statistics indicating the extent that 
this has actually occurred. I will skip over to page 17. 

The railroad labor executives’ bill recognizes but does little about 
the situation. It proposes an increase in qualifying compensation 
from the present $400 to $500. Even a $1.97 minimum wage employee 
could still easily qualify for railroad benefits by working thirty-two 
8-hour days under the railroad system. 

I don’t think that the question has to be argued as to whether thirty- 
two 8-hour days of railroad work performed 2 years ago makes a man 
a current railroadman. I do not think that any real railroadman 
would be affected by our proposal to strengthen the definition of 
“qualified individual.” 

Besides the prior work test, every system has very important re- 
urements for current attachment at the time benefits are he paid. 
A basic requirement to test current attachment to the railroad in- 
dustry is the registration for work and availability for work require- 
ments. To receive benefits the individual must register promptly 
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and must be available for work. Properly enforced, this tends to 
limit the system to persons who are in the railroad market looking for 
railroad jobs. r 

This requirement of availability is entirely absent, however, in the 
law governing sickness benefits. As a result, sickness benefits are now 
being paid persons who demonstrably are attached to other work, to 
housekeeping, school work, and so forth, or who have otherwise 7 
moved themselves from the railroad labor market. The availability 
test also should bar from benefits the gentleman I referred to as reeeiy- 
ing sick benefits while he was in jail. Obviously he was not available 
for work and was suffering no railroa dwage loss because of his 
sickness. 

The railroad association proposes provisions which would serve to 
exclude persons who are not in the railroad labor market and are suf- 
fering no loss of railroad wages. It would define a day of sickness to 
include only days the individual can show he would have been ayail- 
able for work except for his sickness. It would also add a 90-day 
test primarily designed to exclude persons who become sick after they 
have left railroad work for 90 days, and become established in non- 
railroad jobs or have otherwise withdrawn from the railroad labor 
market. de 

The proposal recognizes that people normally in railroad work may 
be out on strike or may be unemployed and registered for railroad 
work, so these people, who are still attached to the railroad labor 
market, are not affected by the proposal, as that period is excluded in 
calculating the 90 days. With adoption of the individual base year 
and benefit year, every individual would be immediately eligible for 
benefits and if he failed to register for work or benefits in 90 days, it 
certainly is a clear indication that he has left the railroad labor 
market. 

The proposal would also exclude from sickness benefits persons who 
are experiencing only the normal incidents of pregnancy in a ma- 
ternity period, but provides that unrelated sickness can be compen- 
sated. 

Now I shall talk briefly about the railroad benefit formula. The 
railroads are particularly concerned with the levels of the unemploy- 
ment sickness and maternity benefits proposed in H.R. 1012. They 
seem to be indefensibly out of line in relation to the beneficiary's 
normal paycheck. I have already given you a few examples so I will 
give you only one more. 

If by regularly working throughout the year a person’s pay after 
railroad and income taxes is $2,850 per year, and this is the example 
that was given by the Railroad Retirement Board’s report on page 
15, it seems that we are acting against common sense and the public 
interest, if we reduce his work incentive to much less than $4.50 
day by paying him a benefit above $6.50 a day. His net pay after 
his railroad retirement taxes, which would be $245 under the proposed 
new schedule contained in H.R. 1012, and his income taxes, which are 
$546, would be $2,849 for 260 days’ work, $10.92 a day. 

Under the withholding provisions, his actual pay check will usually 
be for somewhat less, and the Board reported that he could qualify 
under H.R. 1112 for a $9.50-per-day benefit. That would be within 
15 percent of his normal take-home pay after taxes. 
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I don’t think it requires any argument that 13 percent is enough 
to inspire a man to work and pay his work expenses out of it rather 
than to draw benefits. 

I now skip over to page 24, I have stated some of the reasons 

ainst paying benefits in excess of 60 percent of a person’s net take 
wher income and railroad retirement taxes. When the system was 
established, it didn’t matter much whether net or gross pay was used 
to measure benefits, as practically no one who was paid benefits had 
any income taxes to pay and his net paycheck after taxes was 93 

reent of his gross pay. The 3 percent was the early rate for rail- 
road retirement. With change in income tax and railroad retirement 
taxes, a steady unmarried worker who averages 5 days per week 
throughout the year and has a gross pay of $19 per day will have next 

ear, after income taxes and the oroposed railroad retirement taxes, 

only $14.63 per day after the combined withholdings. 

A married man with three children in the same daily pay will have 
$16.62. One suffers $2 per day more pay loss than the other. 

We cannot properly ignore these take-home-pay differences if we 
further liberalize benefits. 

I will skip over the next page, which is a table converting gross daily 
pay into net pay after railroad and social security taxes. That was 
computed under the short form for income taxes. It is almost exactly 
pay after income and railroad retirement tax withholding. 

The matter of waiting periods and partial unemployment insurance 
is important to any system. If the only time people were unemployed 
and received benefits was when they were unemployed in the usual 
sense of the word, that is, when they lose a week or several weeks from 
work, the problem I shall now discuss would not exist. The railroad 
system has no such limitation. In the initial registration period 
of 2 weeks it pays benefits for unemployment in more than three of 
the normal working days. After that for each day. We feel that one 
of the most dangerous provisions of H.R. 1012 is section 302(a) which 
strikes out the required days of unemployment in the first registration 

riod. 

This deletion would open up to the system a multitude of small 
claims. No unemployment system in the United States, or I believe 
in the world, other than the railroad system ever pays a person for a 
10-percent loss caused by 1 day’s unemployment in his normal earnings. 
Under the railroad system this aia is presently compensated, 
but only after four times this loss has been suffered in an initial 14-day 
registration period. 

nder section 302, the additional requirement for this registration 
period could be eliminated and the first time a 10-percent loss occurs 
ina 2-week period, a benefit could be paid. 

I will leave for your later reading illustrations as to what. will 
meee if this section becomes law. 

n page 28 of my statement there is a comparison between the New 
York system and the railroad system inasmuch as both of them deal 
with the concept of days instead of weeks of unemployment like the 
other systems. I might say in summary that under State system very 
few people qualify for benefits that are not wholly unemployed during 
a week. In general they must suffer at least a 30- or 40-percent wage 
loss in the week. I won’t attempt to give the various rules but in 
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summary, anybody who earns as much as his benefit amounts gen. 
erally receives no benefit at all, and a person who earns less thap 
his benefit amount receives only the difference. That is quite different 
from the treatment under the Railroad Act. 

New York, unlike other States, bases its benefits for a week op 
effective days, except that if $36 is earned in any week, no benefits 
are paid for that week. A person unemployed on 3 of the 7 days in 
the week has no effective days. That is, he is employed only on one 
normal workday. If unemployed on 4 days, which includes S: iturday 
and Sunday, and this means that he worked only 3 days of the normal 
5 days, he gets one-fourth of the full benefit for the week. If unem- 
ployed 5 of the 7 d: ys, which means that he works only 2, he gets 
half the full benefit.” If he works on only 1 of the 7 days, he gets 
three-fourths of the full benefit; and if Tuitnighagel all 7, he gets 
full benefits. 

The New York schedule does not apply if the person’s gross pay for 
the week is $36. As previously mated, no benefits are paid i In such a 
case. Under this $36 rule, the bulk of railroad employ ees could not 
qualify if they worked 2 or more days in the week. The New York 
system also requires that a person have suffered, before he can draw 
benefits, a solid week of unemployment for which he is not com- 
pensated. Only then can he start counting the “effective” days that 
I have referred to. 

The proposal of the railroad association would make the first week 
of the present initial 2-week registration period a waiting period, 
instead of merely the first 3 normal workdays of that week. That 
would be the sole bulwark between the system paying only persons 
who have had substantial unemployment in the year and paying 
everybgdy for any day of sickness or any day of unemployment that 
occurs in the year. 

At this point I shall discuss current qualifying conditions, particu- 
larly because of their importance in the retroactive benefit provisions 
in this bill. Every State law and the railroad law imposes, as a 
continuing condition an availability for work requirements and also 
registration and other requirements. 

Section 1(k) of the Railroad Unemployment Insurance Act defines 
day of unemployment in those qualifying terms, and section 12(i) 
provides that the Board shall prescribe a registration procedure. 
The normal registration requirement where there are not unusual cir- 
cumstances, requires that registration be made within 6 days. That is, 
as has been brought to your attention by various and sundr 'V Witnesses, 
an important safeguard of the system against claims from people who 
shouldn’t get benefits. 

I beg your indulgence for going into even this much detail about 
qualifying requirements. However, it is of fundamental importance 
and is directly involved in section 303(b) of H.R. 1012. ~The section 
would, under stated conditions, pay persons who haven't as yet reg: 
istered or otherwise established claims, benefits for days of unemploy- 
ment not exceeding 65, which occur in registration periods beginning 

on or after June 19, 19% 58. That is about 8 months retroactive : already. 
The section ends with the statement that : 

Except to the extent inconsistent with this subsection, the provisions of the 


Railroad Unemployment Act shall be applicable in the administration of this 
subsection. 
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The provision retains that effective and terminal dates were adopted 
last year, but now with those same dates, benefits will be substantially 
all retroactive. , 

I should like to point out that section 303(a) of the act also would 

ay retroactive benefits to the long service railroad men. Before 
oving the matter of these permanent benefits under section 303 (a), 
I should like to point out that they also violate another basic rule 
besides retroactivity. 

That rule is that unemployment insurance protection is by nature 
temporary. But the amendment under section 303(a) when applied 
to the 15-year man would string out unemployment benefits to a 

eater extent than any system I have ever heard of, except England’s 
for a period in the depression when it became known as the dole. 
The system was afterward reformed so that benefits would be only 
foratemporary period of unemployment. 

Under section 303(a) a person with 15 years railroad service some- 
time in his lifetime, including some work in 1957, 1958, and this year, 
becoming presently unemployed, could begin drawing benefits today, 
draw benefits until next January, under existing law, draw benefits 
from January 1960 until June 1960 under the extended benefits pro- 
vided by the section, draw for several months again under existing law 
on his 1959 wage record, and then again begin drawing and draw 
6 months more under the proposed amendment. 

The association believes that this provision should be stricken 
from the bill. 

I shall now touch very briefly on the matter of benefits to strikers. 
One point that all State legislatures have agreed on and that Con- 
gress concurred in in writing the unemployment law for the District 
of Columbia, is that a person who walks off the job cannot walk over 
to the unemployment office and get benefits. That is true whether 
he walks off alone as a voluntary quit, or where he walks out in con- 
cert with others and the walkout 1s a strike. 

Unemployment insurance should be neutral in labor disputes. To 
this end all acts provide that the benefits shall not be denied for re- 
fusing a job in a struck plant. Similarly, all acts except the railroad 
act prevent unemployment insurance from being used as a device to 
make an employer or an industry finance strike benefits. 

I might mention that even the International Labor Organization 
located at Geneva, Switzerland, where I attended as an American 
employer delegate in 1952, in formulating the so-called international 
standards in unemployment insurance, recognized that strikes are 
not properly financed by unemployment benefits. You will find that 
that is strike exception to benefit provisions available to every nation 
that adopts the standards. 

The fact is that the claimant should not be paid benefits while he 
is striking under other unemployment principles. 

He is not involuntarily unemployed due to lack of work. He is 
not actually available for normal employment or looking for a normal 
job. Instead, he is trying to better the hours, wages, or working con- 
ditions in a job he already has. 

The railroad association’s position is based on the foregoing con- 
siderations. It is that there is no justification for the portion of section 
4(a-2)iii which permits payment of strike benefits, and that this part 
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should be stricken from the law. The association’s proposal would 
do this. 

Quite a body of laws and regulations now attach to labor disputes— 
under Taft-Hartley and under State laws, as well as under the Railwa 
Labor Act. These are all designed to protect the public interest 14 
well as to provide fair rules for labor disputes. To this end they im. 
pose various restrictions on labor and management. But this fac 
affords no basis for a provision under any system making employers 
pay strike benefits to strikers, regardless of whether the strike violates 
the law or a union constitution, rules or practices or whether it dogs 
not. 

The fact is that strikes and strike threats are basic economic weapons 
providing a background to collective bargaining. To add to these 
the further weapon that the employer must indirectly finance the 
strike through his unemployment taxes is not fair play. It also vio. 
lates basic unemployment principles I have referred to. 

I want to now mention very briefly the present situation of what js 
called in unemployment jargon “voluntary quits” and “job refusals,” 

The basic philosophy of provisions is highly important, as the pro- 
visions are often opposed as penalties. They are instead limitations 
as to what unemployment the system “insures.” Without. these limi- 
tations the State systems would qualify persons for 6 months’ paid 

racations—the railroad system frequently for vacations twice as long, 

An essential part of the free enterprise system is that people desi 
for themselves when and where they will accept work and when they 
will quit work. But if Government attempts to guarantee an indi- 
vidual against the fiscal consequences of his decision not to work, how 
long could we endure before this basic right of decision would be in 
jeopardy ? 

The “quit” provisions, and the “refusal of suitable work” provisions, 
are intended to avoid Government’s guaranteeing against the natural 
fiscal consequence of decisions not to work. By limiting protection to 
involuntary unemployment the system preserves the right to be yolun- 
tarily eaten just as the “strike” provisions are not intended to 
penalize the right to strike, and the dein itaap of “unemployment” is 
not intended to penalize persons who work, in denying them unen- 
ployment benefits while they are working. 

The “voluntary quit,” “strike,” “job refusal,” “availability” and 
“miseonduct” provisions should be simply viewed as defining the risk 
covered, and excluding unemployment situations controllable by the 
voluntary action of employee from being “insured” by unemployment 
insurance. 

If a person leaves his job to take another job—I am starting out 
with a case where nobody wants to penalize him—and shows the bona 
fideness of his intention by working a few weeks on the new job, the 
voluntary quit provision, both of existing law and of the association’s 
proposal, which I will shortly describe, would not apply to him. If 
he subsequently becomes involuntarily unemployed, this is not caused 
by his quitting the first job and he is entitled to benefits. 

It is our position that any person who voluntarily quits should be 
permitted to draw benefits only if he takes another job and works at 
least 4 weeks. 
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The railroad association accordingly recommends that the present 
gection 4(a-2) (i) excluding from a “day of unemployment” the first 
30 days after a voluntary quit be amended to exclude: 
any of the days beginning with the day with respect to which the Board 
finds that he left work voluntarily without good cause connected with his work, 
and ending with the fourth calendar week with respect to each of which the 
Board finds that he shall have earned pay of not less than $25. 

Under this provision a person quitting a job for the purpose looking 
around for a job which suits him better would, of course, run the risk 
of not finding one. But that is part of our economic way of life. 
Under the railroad association’s proposal, when he does find one, even 
though it may be mediocre, he would after 4 weeks’ work be outside 
the above “voluntary quit” provision. This would be true even if he 
tried out three or four jobs. 

The third situation—where a person may at present quit work to 
take an extended vacation, with the expectation that he would have a 
“paid vacation” after 30 days—would be largely corrected by the 
proposal. The requirement of getting some substantial work before 
a person could subsequently claim to be involuntarily unemployed 
would tend to minimize the number who would expect the unemploy- 
ment system to provide them with paid vacations. 

A fourth situation is where persons quit because they are with- 
drawing from the labor market, to attend school, to farm, to look after 
their home, or for some other reason. The railroad industry should 
not be called upon to pay these persons benefits. 

They are not involuntarily losing railroad wages. Theoretically, 
but many times not actually, they are denied benefits under the “availa- 
bility” requirement. 

If our proposed provision is adopted, those who have voluntarily 
gone on vacation or have left the labor market can still overcome their 
disqualification—but not by merely waiting 30 days before claiming 
benefits, as under existing law. Instead, they must take the affirmative 
act of actually getting work for 4 weeks. 

As in the case of the person who voluntarily quit suitable work, a 
person who refuses suitable work should asume the full risk of his 
further unemployment. We propose that the same rule be applied to 
him. 

A further current benefit condition found in every State law is that 
benefits are not paid for unemployment due to the employee’s mis- 
conductconnected with his work. 

I will skip over these parts of my statement that show why that 
should be the rule and is the rule in all of the States. I will only say 
that there has been some talk about labor union-management grievance 
procedures which might be disturbed by restoring this provision to 
the railroad system. I do not see why employer-employee relations 
would be disturbed by this in the railroad industry. Relations in other 
industries are not disturbed by the same provisions under State sys- 
tems. Also, the Railroad Retirement Board is already administering 
provisions where decisions are made for benefit purposes that go just 
as much to the heart of grievances as this ianiteniat provision, If 
the State system can administer this provision, if we have had no 
widespread complaint about the misconduct provisions in State sys- 
tems, { can see no basis for providing one rule for railroad employees 
and another rule for everyone else. 

87110—59—— 20 
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The system does not “penalize” the person who leaves work for 
yarious reasons, nor does the same kind of rule “penalize” a person 
who loses his job by misconduct on the job. He would be put exactly 
in the same position as the other persons. He would be notified that, 
“The system simply does not insure your unemployment until you 
have gotten some other work somewhere and met the 4-week require- 
ment.” 

I will now skip over to page 41, “Sickness benefits and maternity 
benefits.” 

The association proposes that railroad employees pay half the cost 
of sickness benefits, and that maternity benefits be discontinued. 

I might point out that when American unemployment insurance 
systems were established, it was generally thought that these would be 

nanced by contributions both of employers and employees, and 
several States originally did so. But the Federal forcing tax was 
imposed only on employers, and the theory grew up that, due to the 
employer’s position to regularize employment at least to a substantial 
degree, he should pay the entire cost of unemployment insurance, 

However, radically different considerations apply to sickness dis- 
ability, retirement and survivor benefits. The employer is already 
held liable for disabilities attributable to him. Sickness disability, 
retirement and death are essentially personal, non-job-connected 
phenomena that face everyone. 

Sickness benefits were first adopted in Rhode Island. It was one 
of the few States with employee contributions toward unemployment 
compensation, and these contributions were shifted to, and afford the 
sole financing of, the Rhode Island cash sickness benefits. 

California and New Jersey, each of whom had employee contribu- 
tions, likewise established sickness benefits largely financed by such 
contributions, 

New York also has adopted sickness benefits. These, too, are very 
substantially financed by employees covered. A regular amount is 
deducted from employees and the employer bears only the overage. 
The railroad system is the sole American system financed wholly by 
employers, and I know of no foreign system so financed. We know 
of no tenable theory justifying this unique railroad system financing. 
We feel that, with employee participation in the costs, the system 
would be much better protected against chiseling. I cannot but believe 
that employee opinion would be adverse to claimant practices which 
would waste employee-contributed funds and threaten to increase em- 
ployee-contribution rates. 

The association proposes that a separate sickness fund be established, 
contributed to equally by employers and employees. The rate would 
be 1 percent on each—a maximum of $1.75 per employee per month 
under the present wage base, which the association proposes shall be 
retained. 

It is quite probable, or at least possible, that the employee organiza- 
tions, as well as the railroads would support the next proposal I should 
mention, if this financing arrangement were carried out and that is 
the proposal of terminating maternity benefits. 

Three of the four States that have sickness programs rule out preg- 
nancy entirely and pay no maternity benefits. The only one that pays 
maternity benefits 1s Rhode Island. That State pays those benefits 
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for a 12-week period at ordinary rates, and subject to the ordinary 
sickness limitations. The railroad system, however, compresses 6 
months’ benefits into 115 days of maternity benefits and if you are 
interested in figures, it is = easy to calculate why at some wage 
levels, the total maternity benefits under H.R. 1012 add up to more 
per week than does the total gross weekly pay and far exceed the net 

ay. , a4 . 
If the committee is interested in examples, I would be glad to fur- 
nish them. 

Railroad employees work under contracts where a person holding 
a job receives the same pay regardless of sex, and I undertsand that 
the present minimum rate for class A railroads is $1.97 per hour. 
These facts alone would seem to demonstrate that neither equity nor 
social need require continuance of maternity benefits. 

Mr. Chairman, in conclusion, I should like to express my appreci- 
ation to your committee for its patience in listening to this extended 
statement dealing with these several important matters. At the same 
time, I should apologize for giving some of these matters a sketchy 
treatment, necessitated by time limitations. 

I believe that a large part of what I have said in dealing with the 
complexities of the railroad unemployment and sickness systems boils 
down to this: 

1. That the general unemployment insurance concept of paying a 
person who becomes unemployed a substitute by way of benefits, of the 
wages he has just lost, requires the scrapping of the calendar base 
year-lag period and benefit-year provisions of existing law; 

2. That the general concept of replacing an equitable portion of a 
person’s pay loss requires gearing his benefit to his normal paycheck 
rather than to his gross wages before tax withholding, and to his take- 
home daily pay rate rather than to his gross daily wage or the total 
of his gross wages in his base year ; 

3. That the general concept of protecting railroad pay loss of 
genuine railroad employees requires a basic revision of the base 
period test of qualified employee, and also a revision of definitions 
dealing with his current unemployment situation—the definition of 
“day of sickness,” must be revised. It should be made clear when 
the claimant is and when he is not suffering an involuntary pay loss 
which should be compensated ; 

4. That in fixing benefits the public interest and the employees’ 
interest require that benefits of no claimant shall be at such levels 
as compared with his paychecks, as to impair his work incentive; 
and, finally 

5. That, like permanent disability is now, temporary disability aris- 
ing from sickness, should be financed jointly by railroad employers 
and employees. 

Mr. Chairman, I should like to request on behalf of the Associa- 
tion of American Railroads that its proposed amendments both of 
retirement and unemployment benefits and tax provisions be accepted 
for inclusion in the printed record following my testimony. 

Mr. WittiaMs (presiding). If there is no objection, the committee 
will be glad to do that. 

Does that conclude your statement ? 

Mr. Catnoun. Yes, Mr. Williams. 
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Mr. WiriutAMs. I am sure that others who have listened to your 

statement here today can understand why we Mississippians are go 
proud of the people we send to Washington. Would you be availa. 
le at 2 o’clock for questioning ? 

Mr. Catuoun. Yes, Mr. Chairman. 

Mr. Wiii1AMs. The House is in session at the moment and it will 
be necessary for the committee to adjourn. Therefore, the commit. 
tee will adjourn until 2 o’clock, at which time, I believe, you will sub. 
mit yourself to questioning. 

Mr. Catnoun. Yes, Mr. Chairman. 

(Mr. Calhoun’s prepared statement and the proposed amendments 
referred to are as follows :) 


STATEMENT OF LEONARD J. CALHOUN ON BEHALF OF THE ASSOCIATION OF AMERICAN 
RAILROADS ON PRoposaLs To AMEND THE RAILROAD UNEMPLOYMENT INSURANCE 
AcT 


My name is Leonard J. Calhoun. I am a member of the law firm of Harter, 
Calhoun, Lishman & Williams. I am appearing on behalf of the Association of 
American Railroads, which I shall refer to in my statement as the association, 
My testimony will be with respect to railroad unemployment insurance. I have 
had certain background experience which I think qualifies me to discuss this 
subject. From 1935 until 1948 when I went into the Navy I was Assistant Genera] 
Counsel of the Social Security Board and its successor, the Federal Security 
Agency. In 1946, I headed the special social-security technical staff of the Ways 
and Means Committee which was established to make a comprehensive study and 
report on unemployment insurance, old-age and survivors insurance and public 
assistance. 

By way of preface, I shall state the generally agreed principal objective of 
unemployment insurance, as I shall refer to this key objective from time to time. 
Unemployment insurance is intended to provide, within practical cost limits, to 
persons normally employed but currently unemployed due to lack of work and 
through no fault of their own, temporary benefits reasonably related to their 
normal earnings and of such size as to afford a reasonable floor of protection 
but not to impair their incentive to seek and engage in suitable work. You will 
find a description of various viewpoints of the purpose and major elements of 
the program in the Ways and Means study, “Issues in Social Security,” made by 
its technical staff, which I headed in 1946. 

My statement today is largely directed to the way the amendments in the pend- 
ing bill meet or fail to meet the general objective I have stated, and how the pro- 
posed alternatives of the Association of American Railroads meet this objective. 

It seems manifest that H.R. 1012 would fail to meet one of the elements of sound 
unemployment insurance I have referred to—providing benefits within practical 
cost limits. Your committee has already heard the cost estimates of the Rail- 
road Retirement Board. You have heard the change of the employee member of 
the Board from his original position that the bill should be passed without amend- 
ment to the position that the proposed tax rate of 31% percent should be increased 
to4 percent. You have heard the same view expressed by the spokesman of the 
Railway Labor Executives’ Association. 

It has also been made plain that further amendments would be necessary to 
insure the making of payments which would be required under the proposed bill 
during the next few months—expenditures would so exceed receipts as to more 
than exhaust all funds presently in, or coming into, the account during this 
period. 

When the original Railroad Unemployment Act was enacted, it was recognized 
by the spokesman for the railway labor executives that there should be a general 
conformity in certain important respects wtih the State-Federal systems of unem- 
ployment insurance, At the 1938 hearings the spokesman for the Railway Labor 
Executives’ Association pointed out : 

“The maximum for higher paid workers is the same as that in 36 of the States. 
The amount allowed for workers in the average pay class is substantially the 
same * * *” 

Since that time there has been a great and steadily increasing disparity between 
the benefits provided and other features of State systems and the railroad system. 
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It is to be expected the railroad practical minimums are considerably higher than 
those of the States since class I railroad employees have a practical minimum 
wage of some $1.97 an hour, which under the existing half-pay formula gives a 
weekly benefit of some $39.40. But it is difficult to justify the fact that the 
penefit paid these $1.97 per hour persons under the existing railroad law is higher 
than the maximum benefit in the great bulk of our States. The table on the 
next page shows the maximum and average benefits being paid in each of our 
States. 


State benefits (October 1958) and average payroll taw rates (end of 1957) 


| Average Maximum benefit Maximum 

| weekly {| _ Jit 3) Bie tax per 
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Per week ! Total! 
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Under the 1938 law the maximum total of benefits paid a person with $1,300 
in base year wages was $240. Today a person with $1,300 in base year wages 
receives $1,105 for unemployment and $1,105 for sickness. Under the pending 
proposal he would receive $1,300 in each case. That is illustrative of proposed 
benefit expansions. 

Illustrative of costs is the tax schedule and its proposed expansion. In practi- 
cally all State the competitors of railroads have unemployment contributions 
varying from a fraction of 1 percent to a maximum of 3 percent or an average 
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of around 1% percent of payroll with a $3,000 annual wage base. The present 
railroad contribution schedule requires 3 percent rate on railroads on a $4,209 
annual base when the fund balance is below $250 million. The pending bill pro. 
poses to expand the base to $4,800 and it is now proposed to increase the rate 
to 4 percent. Now, as to practical results, that would mean a maximum unep- 
ployment tax on the railroad of $192 per year on employees making $400 or 
more a month in the year as contrasted with the average State tax on other 
employers of around one-fourth of that amount on employees with the same 
wages. 

It was most unfortunate that instead of following State patterns of adjusting 
taxes to costs, the railroad system built a large reserve by requiring a fy)j 
3 percent rate, and in 1946 Congress also departed from the principle of keeping 
the railroad system roughly in line with State systems with respect to benefits, 

Since 1946, when sickness benefits were added to unemployment benefits under 
the railroad system, through September 1958, according to table 1 of the Decem- 
ber 1958 Social Security Bulletin, the railroad system paid out $445.2 million in 
sickness benefits and $928.4 million in unemployment benefits. During that same 
period, State systems have paid out some $17.5 billion in unemployment benefits, 

Thus with an average dollar payroll coverage only 4.3 percent of State payroll 
coverage, railroad unemployment benefits have been nearly 5.4 percent of State 
benefits. In addition, railroad sickness benefits have been nearly 2.6 percent of 
State unemployment benefits. In combination, the two kinds of benefits paid by 
the railroads have been nearly 8 percent of total State benefits, but have been 
financed by railroad payrolls equal only to 4.3 percent of State payroll coverage. 
Unemployment benefit expenditures under any system, of course, fluctuate with 
the extent of unemployment among individuals covered by the system. Accord- 
ingly I have read the average for the extended period January 1946 through 
September 1958 for the above comparison. The resulting average benefit ex- 
penditure as related to average payroll coverage over an extended period fur- 
nishes a rough index of the comparative liberality of the railroad system and 
other systems. 

The average weekly benefit is another rough index. For September 1958 under 
State laws, the average weekly benefit was $30.66—some $6.13 per working day, 
according to table 10 of the bulletin. According to the Railroad Retirement 
Board’s Monthly Review for December 1958, page 20, average daily benefits 
for railroad workers was $8.15, some 38 percent greater than the State systems. 
The highest State was New York, which was recently liberalized, $6.92 per work- 
ing day as compared with the railroad system’s $8.15. 

In determining on changes in the railroad unemployment insurance law, you 
will automatically be giving the answer to basic questions of how much pcior 
work and in what period is necessary for a person to be eligible for benefits, 
what other conditions he must meet to qualify and how much per day or regis- 
tration period he shall receive, and for how long. These answers will likewise 
determine the extent the railroad system will be consistent with other systems, 
whether or not its protection is capricious, whether its costs will be bearable, 
and other fundamental conside“ations. 

To get practical answers to these questions, all unemployment systems, in- 
cluding the railroad system, employ certain conceptions: 

(1) The: base period: In the railroad system and in practically all other sys- 
tems this is a 12-month period called the base year. 

(2) The potential benefit period, during which the base period earnings will 
be used to determine benefit entitlement, rate, and duration. The railroad 
system and practically all other systems employ a 12-month period called the 
benefit year. 

(3) The benefit formula, relating the size and duration of benefits in the 
benefit year to the individual’s base year earnings in work covered by the 
system. 

(4) Conditions which must be met currently by the claimant to qualify for 
benefits. Some of these are arbitrarily called qualifying requirements and 
some disqualifying conditions. 

In considering the various current legislative proposals supported by the 
Railway Labor Executives’ Association, and those supported by the Association 
of American Riilroads, your busy committee doubtless will be interested in con- 
clusions which have been reached by State legislatures after detailed and 
lengthy consideration by their unemployment insurance committees of similar 
proposals made by their employer and employee groups. Members of these 100 
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State legislative committees not only have time for detailed consideration, but 
also the great advantage of firsthand knowledge of the practical results of 
yarious types of unemployment insurance provisions. : ; : 

On several points I shall mention, the Association of American Railroads 
position is supported by the unanimous, or practically unanimous, decisions of 
these hundred legislative committees. Their decisions are important not only as 
precedents but also because they are reflected in the State unemployment in- 
surance systems. Many workers who work under both a State system and the 
railroad system are vitally concerned, as I shall point out, with consistency be- 
tween the systems in matters such as determining a person’s base year. The 
railroad system’s departure from the normal in this respect ‘sometimes means a 
period of unneeded and unusable contemporaneous protection by the railroad 
system and the State system and at other times no protection at all under either 
system. : 

I have briefly described base and benefit years, benefit formula and current 
qualifying conditions. Their present definitions in the railroad law are respon- 
sible for results, at least which probably were not anticipated when they were 
originally prepared and proposed by the Railway Labor Executives’ Association. 

For example, a person who came into railroad work 14 months ago and be- 
comes sick or unemployed, can qualify for no present unemployment benefits 
or sickness benefits under the railroad unemployment insurance system even 
though he is sick or unemployed from now until next July. But a person whose 
only railroad work was in January and February of 1957, 2 years ago, can 
qualify for either or both benefits right now and for benefits until July. A 
person with $4,200 in railroad wages in 1958 can qualify for 6 months sickness 
and 6 months of unemployment benefits in the period July 1, 1959, to June 
30, 1960, but a person with as little as $2,700 total earnings from railroad work, 
equally divided between 1958 and 1959 can qualify for 6 months of sickness 
and 6 months of unemployment benefits in the period July 1, 1959, to June 30, 
1960, and again for 6 months of sickness and 6 months of unemployment benefits 
in the period July 1, 1960 to June 30, 1961. On becoming unemployed and ap- 
plying today, he could draw no benefits. On applying next January he could 
draw benefits for a solid year. 

I give this as an example of the capricious results from not having a proper 
relationship between base years and benefit years. A principal proposal of the 
Association of American Railroads which I shall later describe will so correct 
the base-year benefit relationship as to eliminate capricious situations siich as I 
have just illustrated. 

We believe that the change proposed by the railroad association which 
would gear the base year’s ending, and the benefit year’s beginning to the date 
the unemployment or sickness occurs, is fair and equitable. We do not believe 
that the provisions of section 303 of HR. 1012, which I shall also discuss are 
fair and equitable. 

I cannot believe that anyone actually wants potential benefit rights from a 
4 or 10 or 52 weeks’ period of work to depend on whether the date of January 1 
occurred during the work period, or on how late in the period it occurred. 

Nor can I believe that anyone believes that when sickness or unemployment 
terminates an extended period of work, it should be necessary to look at the 
date on the calendar on which the unemployment or sickness occurred to find 
out if or when the sickness or unemployment benefits can be paid, or for how long. 

In view of the foregoing, the need of correcting situations resulting from the 
present technical base and benefit year provisions would appear to be generally 
conceded. The issue would seem to be what situations need correction and how 
they should be corrected. 

Likewise, inasmuch as the operation of our free enterprise system is based 
squarely on the financial difference between working and taking it easy, it 
is of basic importance that unemployment benefit checks, while providing a 
reasonable floor of protection, be not so large in relation to paychecks as to 
destroy the incentive to work. Both H.R. 1012, sec. 302, and the railroad asso- 
ciation’s proposal to change the present benefit formula should be critically 
examined in this respect. 

To illustrate, if the proposed benefit formula in H.R. 1012 will produce benefit 
checks to many individuals of as much as 87 percent of their normal paychecks, 
and if it systematically gives substantially larger benefit checks in proportion to 
paychecks to persons without dependents than it does to persons with depend- 
ents, we submit that the formula needs revision. If under it a person who 
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would receive paychecks totaling $2,848.30 for full-time work for a year would 
receive only $122.15 less if he worked 6 months and drew benefits for 6 months 
it is a dangerous provision. Many people would sacrifice $122.15 to work 130 
fewer days in a year. This is what H.R. 1012 would do, and we show how the 
railroad association’s proposal would equitably correct it. 

It is also of utmost importance that the definition of the hazard of unemploy- 
ment which railroad unemployment insurance will cover be clearly defined to 
exclude unemployment arising from yoluntary acts and unemployment which 
involves no involuntary pay loss, or no pay loss at all. It would be folly for 
any insurance company to pay a person a fire loss on a house he deliberately or 
in anger burned down, or on a house whose burning caused him no loss. It jg 
equally indefensible to pay benefits in some instances of unemployment or 
sickness. 

To illustrate, if John Doe, a railroad man, gets himself fired for violating a 
safety rule, his job loss is from his own act and should be at his own risk. But 
instead, under present railroad law, unlike the District of Columbia law written 
by Congress, or the 50-State law written by their legislatures, he can walk 
over to the railroad retirement claims man, apply for and receive unemploy. 
ment benefits. 

If he gets jailed for misconduct and the Railroad Retirement Board gets 
notice of this fact, he may be disqualified for unemployment benefits as unayail- 
able for work and lose some days’ benefits on this technicality. The thought of 
this may make him ill. In that event, with the jail doctor’s certificate that he 
is sick, he can receive full benefits while in jail as sick benefits, thought 
obviously he is not losing a dime in pay because of his sickness. 

Likewise, contrary to the provisions Congress wrote in the District of Columbia 
act and the legislatures of all 50 States wrote in State acts, when he walks off 
the job on a lawful strike he can presently claim and receive strike pay. financed 
by the railroads, by way of unemployment benefits. 

I shall discuss several situations besides those just illustrated, for which 
remedial clarifications of the unemployment risk are proposed by the railroads. 
Their remedy is imperative in view of the fiscal situation now faced, as well as 
being received by equity and good conscience and the public interest. 


BASE YEARS AND RENEFIT YEARS 


Ninety-six and four-tenths percent of all workers under State systems have 
individual base years and benefit years. An individual’s base year and benefit 
year are established at the time he files a valid claim for benefits. The associ- 
ation proposes that this be made applicable to the railroad system. There isa 
very simple reason why this plan has been adopted instead of a fixed base 
year January 1 through December 31, and a benefit year beginning the ensuing 
July 1, which are the railroad system’s present base and benefit years. 

The individual base year is better for the person covered. His work and 
earnings which determine whether he can qualify for benefits and the amount of 
his benefits are in a 12-month period ending with, or reasonably near the date 
he becomes unemployed. In contrast, persons today becoming unemployed and 
applying for benefits under the railroad system receive them on the basis of 
their 1957 wages. They may have worked continually and at a higher rate 
for the last 13 months, but this is disregarded in determining whether they can 
qualify for benefits and the size of their benefits. 

The fixed base year adds an unnecessary capriciousness to the railroad sys- 
tem. A person who became unemployed January 1 of this year after 15 months’ 
continuous work, had his eligibility and amount of benefits determined by the 
first 3 months of this work. He would qualify if today he became unemployed 
after 15 months’ continuous work, his rights would be determined by about 
the first month and a half of that work and he may or may not qualify. If his 
15 months end a few days from now, he cannot qualify at all for benefits now. 

The fixed benefit year likewise makes benefit payments capricious. A person 
who became unemployed last January 1 may qualify on the basis of work in 
his 1957 and 1958 base years for continuous benefits for 12 months. However, if 
he becomes unemployed June 30, he can qualify for 6 months’ continuous bene 
fits until next December 31, and then is cut off from further benefits until the 
following June. 

I have heard no defense of the fixed base and benefit years except that it 
suits administrative convenience. That argument has not appeared sound to 
the States. The change we propose to individual base and benefit years will 


— 


— TD he 


a ne -_ ah on 


ould 
iths, 


the 
dloy- 


hich 
for 
yor 
It is 
t or 


ag a 
But 
itten 
valk 
loy- 


gets 
Vail. 
it of 
t he 
ught 


nbia 
nced 


hich 
ads, 
ll as 


have 
nefit 
soci- 

isa 
base 


and 
it of 
date 
and 
is of 
rate 


iths’ 
the 
oyed 
bout 
f his 
now. 
rson 
k in 
rr, if 


the 
at it 
will 


RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 3(7 


require the railroads to give a separation report on request, which they are 
prepared to do. But the procedure will not be substantially more difficult or 
time consuming than the report they are presently asked to give regarding a 
person’s last daily rate of pay in his base year. The railroads would give his 
last wage rate before be became unemployed, the number of days he worked 
and in which of the 12 months he worked before becoming unemployed. — 

Mr. Harper suggested that the railroad association’s proposal might involve 
difficulties and delays. However, here is what he said about the presently 
used last daily rate report, in his testimony before you in 1954 when he was 
supporting the adoption of the provision which requires the railroads to make 
such a report : ‘ 

“Ordinarily of sheer necessity, I have to depend upon the wisdom and the 
knowledge and the expertness of our board staff. However, in this particular 
instance I am going to presume to give a statement just from a lay railroad 
man’s point of view. 

“The bill provides that unemployment insurance shall not be less than 50 

reent of the basic rate at last employment. 

“For the life of me I cannot see anything confusing about that. Simply and 
easily we can provide a space on the application form, ‘What was your basic 
rate on your last day of employment?’ 

“Now the suggestion has been made that there would be an opportunity, or that 
there would be perhaps a disposition to cheat on that. I do not think that is 
right, gentlemen. In the first place railroad men are not cheaters. In the second 
place it is too easy to be caught * * * There is a provision in the U.1. Act which 
provides penalties for false statements of that sort. Moreover, after an applica- 
tion is made a period of waiting, a period of 7 days, elapses * * * so that it 
would be a comparatively easy matter for the claims agent or the man who took 
the application to verify that last figure, if that became necessary. 

“So that I think—and I am not attempting, of course, to discredit our people 
but I think they are fighting a windmill when they estimate the great additional 
eost that will be entailed by this change in the formula. It seems to me like that 
there is scant basis for the belief that these great administrative obstacles will 
show themselves in actual and practical operation. * * * Moreover, it seems 
to me that if the end is desirable, certainly the administrative costs, unless they 
are exorbitant should not stand in the way of the administration of this act and 
the greater benefits, if that is the will of Congress.” 

Mr. Harper’s current objections could equally well be made to section 303 of 
H.R. 1012, for this section. will itself often require separation reporting. It 
provides that in certain situations of unemployment the benefit year will “begin 
on the first day of the month in which such unemployment commences.” This 
applies to any person with 5 years of service meeting certain other conditions, 
who “is or becomes a qualified employee for the next succeeding benefit vear.”’ 
For example a person with $500 or more in wages in 1958 presently becoming un- 
employed would be such a qualified employee. He could presently be paid if 
this section were in effect on his base year 1958 wage record. 

To pay him would require, on the basis of a separation report, data as to his 
last daily wage and his total wages for 1958. The Railway Labor Executives’ 
Association and Mr. Harper support this proposal. No one has said or could 
say that it is not administratively feasible. Of course this same method of re- 
porting for everyone rather than just for the 5-year men is equally feasible. 

The provision is as follows: “For an employee who has five or more years of 
service, who did not voluntarily leave work without good cause or voluntarily 
retire, who has 14 or more consecutive days of unemployment, and who is not a 
qualified employee for the general benefit year current when such unemployment 
commences but is or becomes a qualified employee for the next succeeding benefit 
year, such succeeding benefit year shall, in his case, begin on the first day of the 
month in which such unemployment commences.” 

This provision, however, is inadequate and inequitable as it would relieve only 
a selected portion of the people affected. 

Other people in the same situation with as much or more recent work would be 
left without remedy. Relief would be given only to persons who at some time in 
their lives have worked in 60 months for railroads, even thought they may have 
been out of railroad service for many years, except for 2 or 3 months of recent 
railroad work. 

Relief would be denied persons with less than 60 months of railroad service, 
even though they have had more than a year of continuous railroad service just 
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prior to becoming unemployed or sick. It is difficult to understand the reje. 
vancy between a person’s present unemployment rights and his months of gery. 
ice which may have occurred many years ago. 

The underlying cause of the anomalous situation I have outlined is that 
existing law, for administrative convenience, pays benefits in the first half of g 
calendar year only to persons who had qualifying work in the second calendar 
year prior to such year. 

In contrast, the Railroad Association’s proposal would remedy the underlying 
cause of the situations I have described. Technically, it would amend sections 
1(m) and 1(n) of the unemployment law which defines the base or qualifying 
period as a calendar year and the benefit year as the fiscal year which follows jt 
after a 6-month-lag period. Those present definitions have created both the 
situations I have described. 

The Railroad Association’s amendments would eliminate the 6-month-lag 
period and would make the qualifying year the 12 completed months ending 
when the person applies for benefits and the benefit year the 365 days following 
this application. 

Thus, each person’s qualifying or base year would end and would begin at the 
time he first becomes sick or unemployed. 

Manifestly, this correction of the cause of the trouble is preferable to the rail- 
way labor executives’ bill which merely rescues a select part of the victims. 

This proposed change to what are usually called individual benefit years and 
base years would require special individual wage reporting by the railroads and 
consequently would result in adding to their work and expense. 

But, as everyone familiar with unemployment systems knows, this kind of 
basic change is necessary to avoid both the inequities I have described and 
several other serious anomalies such as entitlement to benefits after long sepa- 
ration from railroad work which I shall not discuss in view of the limited time, 


QUALIFIED INDIVIDUAL 


The second problem I should like to discuss requires appropriately amending 
the definition of “qualified individual” in section 3 of the law. 

It, like the “base year” and “benefit year” definitions just discussed, needs a 
radical revision. Both the railway labor executives’ bill and the Railroad Asso- 
ciation propose revisions. But, again, when applied to the problem, only the 
latter’s proposal is adequate. 

The underlying situation is that with easy eligibility and attractively higher 
benefits, the railroad system currently pays benefits to persons who are not in 
the railroad labor market and typically should look to their State unemployment 
system. 

Practically everyone who works in commerce and industry is now covered by 
some unemployment insurance system. As relatively few individuals have pro- 
longed involuntary unemployment, those with relatively short recent coverage 
under the railroad system almost certainly have considerable recent coverage 
and benefit eligibility under some other system. 

Thus, the question is not one of being liberal, instead it is that of selecting an 
effective requirement for the railroad system so as to preserve its fund from 
being used to pay unwarranted benefits to persons who, if in the labor market at 
all, are in that part covered by some other system. 

State systems by a uniform definition for localizing unemployment rights have 
largely solved the problem of individuals who qualify for unemployment benefits 
under more than one State system. 

As stated on page 8 of the U.S. Department of Labor’s book, “Comparison of 
State Unemployment Compensation Laws as of December 1955,” “With 52 juris- 
dictions operating separate unemployment insurance laws, it is essential to have 
a basis of coverage which will keep individuals who work in more than one State 
from falling down between two or more State laws. * * * This definition provides 
for coverage of the services of a multistate worker in one State only.” 

But the railroad system has no comparable arrangement and must rely on its 
own qualifying requirements alone to avoid being drawn on by claimants who 
have spent more recent time working in employment covered by State systems 
than they have spent in railroad work. 

That this is not a minor problem is evident from the fact that for 1952 and 
1953 over 23 percent of persons who worked for the railroads in either year 
worked less than 6 months, and that for 1954 and 1955 nearly 20 percent had such 
easual railroad work. 
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This is not an indication of unemployment but rather of shifting jobs. For 
example, in 1943, 1944, and 1945, when unemployment was at an all-time low, 
total railroad workers in a year exceeded the average number by from 144 million 
to 1% million. Sit sila 

In the year ending June 1956, 50,000 persons who could not realistically be 
called railroad employees were paid on an average $400, and a total of $20 million 
in railroad unemployment and sickness benefits. Nearly 8,000 persons drew as 
much in benefits as their total qualifying wages. 

None had worked for railroads as much as a third of the qualifying year. Over 
6,000 worked for railroads less than 40 full working days, according to my calcu- 
lations, and nearly 15,000 less than 60 days in the entire year. 

Doubtless the great mass of these people worked in nonrailroad jobs, covered 
under other unemployment benefits systems, more than they worked in employ- 
ment under the railroad system. 

When unemployed, they should have drawn their unemployment benefits from 
these other systems. But eligibility requirements under the railroad system are 
jnexcusably lax, and its benefits are high. 

Accordingly, your committee is faced with a practical problem of great im- 
portance to the railroad industry—that of so defining eligibility as to provide 
the railroads’ system benefits only to persons genuinely attached to railroad 
employment. 

The railway labor executives’ bill recognizes but does little about this situation. 
It proposes merely an increase in qualifying compensation from the present $400 
to $500. Even a $1.97 per hour minimum wage employee could still easily qualify 
by working 32 eight-hour days. 

The railroad association has a more realistic proposal and should serve more 
effectively to limit railroad work to persons primarily connected with the railroad 
industry rather than other employment. 

It would qualify only those persons with a third of a year of qualifying work— 
87 days of work or its equivalent, including some work in each of 2 months in the 
last half of the qualifying year and in 4 additional months sometime in the year. 

The theory of the requirement is that substantial attachment to railroad work 
should exist for at least a third of the base period and at least some tenuous 
atachment in half the months of the period. 

Requiring periods of qualifying work is fairer than the present law which 
requires merely a flat amount of qualifying earnings. No flat qualifying amount 
rerardless of size is equitable, as high-paid employees can earn any prescribed 
amount in a shorter period of work than can lower paid employees. 

This proposed requirement can hardly be termed harsh or drastic as persons 
really attached to the railroad system easily meet it. Nor would a less realistic 
definition be justified in view of the actual situation. The present $400 require- 
ment and the proposed $500 requirement are not liberal to genuine railroad 
employees; instead, the liberality is to persons who could hardly be classed as 
railroad employees. 


ATTACHMENT TO RAILROAD LABOR FORCE 


Besides the problem of establishing appropriate prebenefit qualifying railroad 
employment requirements, there is the problem of appropriate requirements of 
attachment to the railroad industry at the time benefits are applied for or are 
being received. 

In this connection we find in existing law certain inadequacies of provisions 
needed to limit benefits to persons currently attached to the railroad labor 
market, whose unemployment is due to their sickness or involuntary lack of 
work and results in their loss of railroad wages. 

A basic requirement to test current attachments to the railroad industry is 
the registration for work and availability for work requirements. The indi- 
vidual, to receive unemployment benefits, must. register regularly and must be 
available for work. 

Properly enforced, this serves to limit benefits to persons only temporarily 
ae from railroad employment and still in the railroad industry’s labor 
market. 

This requirement of availability is entirely absent in the law governing 
sicknéss benefits. As a result sickness benefits are now paid persons who demon- 
strably are attached to other work, to housekeeping, schoolwork, or have other- 
wise removed themselves from the railroad labor market. 
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While availability for work during the actual period of sickness is manifestly 
nonexistent, evidence of the individual’s availability just before he becomes 
sick can and should be required. 

The railroad association proposes provisions which should serve to excinde 
persons who are not in the railroad labor market and are suffering no Josg of 
railroad wages—in many cases suffering no wage loss at all—because of their 
illness. 

It would define a day of sickness to include only days the individual ean show 
he would have been available for work except for his sickness. Any person who 
is in fact in the labor market can show that immediately prior to his sickness 
he was working, actively seeking work, or at least registered for work. 

It would add a 90-day test. This is primarily designed to exclude persons who 
became sick after they have become firmly established in nonrailroad jobs. The 
section recognizes that people previously in railroad work may be out on strike 
or may be unemployed and registered for railroad work, so these periods are 
excluded in computing the 90 days. 

With the adoption of the individual base and benefit years, every qualified 
individual is immediately eligible for benefits unless he has gone into nonraij- 
road work. Failure to register for benefits in 90 days thus seems to effectively 
negate any possibility of his being in the railroad labor market. 

The proposal also excludes from sickness. benefits persons who are experi- 
encing only the normal incidents of pregnancy in a maternity period, but provides 
that unrelated sickness may be compensated. 

I feel that provisions of the kind just described are appropriate, consistent 
with the theory of sickness benefits, and required to conserve the system’s funds 
for benefits to persons within the system’s purpose. 

The U.S. Department of Labor publication Comparison of State Unemployment 
Insurance Laws as of December 1956 says of the four State sickness benefit 
systems : : 

“Under all the programs claimants must be unemployed because of digability 
and they may be declared ineligible if they withdrew from the labor market for 
reasons other than disability.” 


BENEFIT FORMULA 


The railroads are particularly concerned with the levels of the unemployment, 
Sickness, and maternity benefits proposed in H.R. 1012. They seem to be in- 
defensibly out of line in relation to the beneficiary’s normal paycheck and in 
relation to other recognized principles of unemployment and sickness programs. 

We can all agree that aside from the matter of benefit costs, there must be a 
substantial difference between a person’s normal pay check and his benefit 
check, if his incentive to get back on the job is to be preserved. I cannot believe 
that we can properly pay benefits of such size as to reduce the financial induce 
ment to work to less than 40 percent of the employee’s ordinary net pay. For 
example, if by regularly working throughout the year a person’s pay after 
income and railroad taxes is $2,850 per year—some $11 per working day—it 
seems to me that we are acting against commonsense and the pwblic interest 
if we reduce his work incentive to less than $4.50 a day by paying him a benefit 
above $6.50 per day. 

I have selected this particular illustration because this is the man with $14 
per day gross pay in the example on page 15 of the Board’s report submitted 
to this committee regarding H.R. 1012. Suppose he is a single man and averages 
5 full days per week throughout the year. His net pay after his railroad re 
tirement taxes (which would be $245 under the proposed new schedule contained 
in H.R. 1012) and his income taxes (which are $546) would be $2,849 for 200 
days’ work—$10.92 per day. Under the withholding provisions his actval pry 
check will usually be for somewhat less. 

Paying him a benefit of 60 percent of his normal pay check or $6.55 per day, 
would reduce his work incentive to $4.37 for a day’s work—the amount by which 
his pay check would have exceeded his benefit check. To work, he would also 
have to bear work expenses, such as getting to and from work out of this $437. 

Under the liberalizing amendments of last year, he could get this $6.55 even 
if he earned $8 on the particular day, and thus reduced his net pay loss to some 
$1.50, even if we adopted my suggested 60 percent maximum benefit rule and 
gave him daily benefits of 60 percent of his pay after taxes. I think 60 percent 
of pay after taxes is as far as we can safely go. 
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As pointed out in the Railroad Retirement Board report, this man, on working 
50 weeks in his base year would qualify for benefits, net of $6.55, or 60 percent 
of his r pay after taxes, but of $9.50 per day, or 87 percent under the 
penefit sclredule proposed in H.R. 1012. ‘Thirteen percent of his normal take- 
home pay after taxes, or $1.42 a day, is not enough to inspire a man to work 
rather than draw benefits. ’ ; " 

To get an overall picture of his work incentive, there is given below a schedule 

g this man’s work incentive—that is, the difference under the schedule 
in the bill between his working full time, and in not working but instead drawing 
penefits for 2, 7, 22, and 26 weeks in the year. 

This schedule is as follows: 

Single man who works 52 5-day weeks in his base year for $14 per day gross 

, and who in his benefit year works 50 weeks with 2 weeks benefits, or 45 
weeks with 7 weeks benefits, or 30 weeks with 20 weeks benefits, or 26 weeks 
with 26 weeks benefits. 


——__— _ SESS 
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You will note that this table shows that if he worked 260 days—an average of 
5 days per week for each week in the year—his pay after railroad retirement 
and income taxes would be $2,848.30. If, in his benefit year, he worked half the 
year, 130 working days, he would receive as total pay after taxes and benefits 
$2,726.15 for the year, as compared with $2,848.30 if he had worked the whole 
year. Thus, his net after taxes for the year would be $122.15 less because he 
drew benefits instead of working for 130 days—less than a dollar a day difference. 

If he does not like to lose this minor difference, he could take an occasional 
odd job for two or three dollars on any days he draws benefits. Thus, he could 
bring up his income to as much—or more—than what it would have been had he 
worked full time. 

We must also consider benefit periods of longer than 6 months as the bill pro- 
vides for extended benefits which would greatly increase the number of cases 
where a person may draw benefits from July 1 of one year until July 1 of the 
following year. This would, of course, mean many more cases where the person 
we are discussing might be idle from one July 1 to the next July 1 with a loss in 
his net income of less than $1 per working day not worked—and at a cost for 
benefits to the railroads of $2,470. 

I eannot believe that the authors of the pending bill actually intended results 
such as I have outlined above. Certainly it is difficult to find any justification 
for this proposed schedule of benefits. The association strongly recommends 
that it be not adopted. A person’s benefits cannot exceed 60 percent of his 
normal pay after taxes if we hope to preserve his interest in regular full-time 
work, 

I have stated some of the reasons against paying benefits in excess of 60 per- 
cent of a person’s net pay after income and railroad retirement taxes. The 
maximum liberalization within this limit can be extended to persons with 
os a if the pay after taxes approach is used to determine the size of 

nefits. 

The whole idea of the benefits is to provide a floor of protection to an unem- 
ployed person related to his loss in earnings because of his involuntary unem- 
ployment. This loss cannot be properly measured by his gross pay before taxes. 
When the system was established, it did not matter much whether net or gross 
pay was used to measure benefits as practically no one who was paid benefits 
had any income taxes to pay and his net paycheck after taxes was 97 percent 
of his gross pay. But with changes in income tax and railroad retirement taxes, 
a Steady unmarried worker who averages 5 days per week’s work throughout the 
year, and has gross pay of $19 per day, will have next year after income taxes 
and the proposed railroad retirement taxes, only $14.63 per day after these taxes. 
A married man with 3 children and the same daily pay will have $16.62. One 
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suffers $2 per day more in pay loss than does the other. We cannot properly 
ignore these take-home pay differences, when we liberalize benefits. As the map. 
ried man in this case loses $2 per day more in earnings than does the single man 
he should get a $1.20 larger daily benefit than does the single man. , 
To place the overall picture before you of the differences between gross 
and actual take-home pay, the following table is attached showing full-time 
workers averaging 5 days a week for the year, and with gross daily pay at $1 
intervals from $10 per day through $19, and net pay in various dependency sity. 
tions. The proposed railroad tax on employees is used. Income taxes are cop. 
puted on the basis of the short-form return used by practically everyone inter. 
ested in benefits. 


Gross and net pay of railroad men, net pay after railroad retirement and income 
tares 
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WAITING PERIOD AND PARTIAL UNEMPLOY MENT 


Section 302(a) of H.R. 1012 makes changes in the days of unemployment in 
the first registration period required for benefits to be paid. This will open 
up the system to many small claims. No unemployment system in the United 
States, or, I believe, in the world, other than the railroad system, ever pays 
a person for a 10-percent loss (caused by 1 day’s unemployment) in his normal 
earnings. Under the railroad system this small loss is presently compensated, 
but only after four times this loss has been suffered in an initial 14-day regis- 
tration period. Under section 302 the additional requirement for this first 
registration period could be eliminated and the first time a 10-percent loss 
occurs in a 2-week period a benefit could be paid. 

Under all but a very few systems, the employee must stand the entire loss 
of unemployment in the first week he is unemployed in a benefit year. This 
is generally called the waiting period. After this waiting period he can qual- 
ify for benefits when his wage loss in a week is substantial, but not other- 
wise. 

The railroad system does not pay benefits on a weekly basis but on the basis 
of a 14-day registration period. To get benefits in his first registration period 
in a benefit year, a person must have more than 7 days of unemployment. 
The period normally has 2 Saturdays and 2 Sundays, and 10 workdays. To 
meet the requirement for the first period he must have, besides the 4 days he 
usually does not work, 4 additional days of unemployment. This means that 
in this 2-week period he must be unemployed an average of 2 of the 5 normal 
working days in the week. It means in substance that he must have a 40 
percent pay loss forthe first period. 

After he has once met this requirement, he gets benefits if he is unemployed 
even 1 of the 10 normal workdays in a 2-week registration period. 

The same rule applies to sickness benefits. 

States usually, like the railroad system, disregard small amounts of earn 
ings while not in regular employment. Most States disregard $2 to $5 per 
week for benefit purposes—the railroad system up to $3 per day averaged over 
the registration period. Under State systems, earnings above these amounts 
are deducted from the weekly benefit amount in determining whether any bene 
fit will be paid, and if so how much—excepting New York, which has an “ef 
fective day” system. The rule in four States is (1) if earnings are less than 
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half the weekly benefit amount full benefits are paid, (2) if earnings are equal 
to from one-half to the total weekly benefit amount, half the benefit is pay- 
able. If earnings exceed the weekly benefit amount no benefits: are paid. 

In Maryland, one of the very few States without a waiting period, a per- 
gon cannot receive a benefit for any week in which his compensation exceeds 
his weekly benefit plus $7. An individual whose “high quarter” average daily 

y is $17—$85 per week—can draw at most $35 benefit for a week of unem- 
ployment. If his earnings exceed $42, he can draw no benefits at all. Thus, 
if he works 3 days and earns $51, he would not be eligible for benefits. If he 
works 2 days and earns $34, his total benefits for the week would be $8, or 
about 23 percent of his benefits for total unemployment. If he works 1 day, 
his benefits would be $25—about 71 percent of his benefits. 

Under the present railroad system, assuming that the 14-day registration 
period is the first in his benefit year, a person who works 6 days has 8 
“days of unemployment” and can draw benefits in days of unemployment 
in excess of 7. Assuming he earns $17 per day, his benefit under existing 
law is $8.50 for the 2-week period. Thus, for his first 2 weeks of unemploy- 
ment his treatment is comparable with the way he would be treated under 
Maryland law. 

The pending bill would change his present treatment under the railroad 
law. If he has 8 “days of unemployment’—that is, he worked 6 days in his 
first registration period, he would receive four times $10.20, or $40.80 in 

nefits. 
mie York bases its benefits for a week on “effective days” except that if 
$36 is earned in any week no benefits are paid for that week. A person un- 
employed on 3 of the 7 days in the week has no “effective days.” If unem- 
ployed on 4 days—which means that he worked on only 3 days—he gets one- 
fourth of the full benefit for the week. If unemployed 5 of the 7 days— 
which means that he works only 2—he gets half the full benefit. If he works 
on 1 of the 7 days, he gets three-fourths of the full benefit, and if unemployed 
all 7, he gets full benefits. 

Compared with the railroad retirement system, after the first registration 
period, it works out this way for not working on 1 or more of the 5 normal 
work days: 








Railroad New York 
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1 Percent of benefit. 
3 None. 


The New York schedule does not apply if the person’s gross pay for the week 
is $36. As previously stated, no benefits are paid in such a case. Under this 
$36 rule, the bulk of railroad employees could not qualify if they worked 2 or 
more days in the week. 

In New York, before any benefits will be paid in a benefit year, a person must 
first have 4 “effective days”—for which he gets no benefits. “Effective days” 
are defined as days of unemployment in excess of 3 in a week. Thus, suppose he 
is unemployed a full week. This gives him 4 effective days and constitutes a 
“waiting period week.” If, and only if, he has less than 4 days of work in 
the next week can he receive benefits for that week. 

The railroad system currently has what might be termed a 3-day waiting 
period at the beginning of the benefit year. It is now proposed in H.R. 1012 to 
eliminate this. 

The present railroad rule is much more lenient than State laws for the initial 
registration period. We propose that it be amended so that payment will be 
made only for days of unemployment in excess of 5 working days, instead of 
the present 3. This would put it on the basis of a waiting period week. More 
important, it would prevent claimants from getting a benefit for every workday 
lost unless they had first suffered a week’s pay loss. 
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CURRENT QUALIFYING CONDITIONS 


Besides meeting “base year” minimum work requirements designed to limi 
benefits to persons normally in work covered by the system, every State law, and 
the railroad law, imposes as a continuing condition “availability for wor,” 
requirements, and certain other conditions designed to limit the system’s pro- 
tection to persons who currently are genuinely in the labor market. 


Availability for work and registration for work 


Section 1k of the Railroad Unemployment Insurance Act defines “day of yp. 
employment” for benefit purposes and provides that such a day “with respect 
to any employee, means a calendar day on which he is * * * available for 
work *:* *,.” 

Section 12i of that act provides that ‘“‘The Board shall prescribe a procedure 
for registration of unemployed employees at employment offices. Such proce 
dure for registration shall be prescribed with a view of such registration afford. 
ing substantial evidence of unemployment of the employees who register * * *” 

Section 1h defines, for benefit purposes, “registration period” as one “which 
with respect to any employee * * * begins with the first day for which such 
employee registers at an employment office * * *.” 

Quite obviously the purposes of the registration and availability of work 
requirements above quoted are to carry out the intent of the law that benefits 
shall not be available to persons who have not registered for work and haye 
otherwise shown that they are currently available for work. On the basis of 
this intent, section 325.12(¢) of the Board’s regulations contains the general rule 
requiring that no registration shall be retroactive by more than 6 days, and 
further that the Board may require that the registration be made on the very 
day. The only exceptions made to the above are certain unusual hardship 
situations which the claimant has the burden of proof of establishing. 

I beg your indulgence for my going into this much detail. I do so only because 
of the fundamental importance of employment office registration in maintaining 
basic unemployment insurance purposes, and because it is directly involyed in 
section 303(b) of H.R. 1012. 

This section would, under stated conditions, pay certain persons who have 
not established claims under the Temporary Unemployment Insurance Act of 
1958 “benefits for days of unemployment, not exceeding 65, which occur in regis- 
tration periods beginning on or after June 19, 1958, and before April 1, 1959” for 
which benefits otherwise would not be payable. 

The section ends with the statement that “except to the extent inconsistent 
with this subsection, the provisions of the Railroad Unemployment Act shall be 
applicable in the administration of this subsection.” 

I understand that the language of this subsection is exactly the same as that 
contained in a bill reported out last year by the Senate Committee on Labor and 
Public Welfare. It was manifestly intended that to receive these temporary 
extended benefits the person concerned would have to comply fully with thenor- 
mal registration for employment required of regular railroad unemployment 
benefit claimants. In short, it was intended to act essentially for future unen- 
ployment, like the Temporary Unemployment Act—not retroactively. For it was 
made applicable only to unemployment occurring after June 19, 1958. 

Your committee could, of course, report out the section with June 18, 1958, 
stricken out and some future date substituted. The practical result, however, is 
that only a very short period of unemployment, that occurring between March 1, 
1959 and April 1, 1959, would be compensated. That, of course, would also bethe 
result under the Temporary Unemployment Act of 1958 if any of the many States 
who have not so far elected to do so, now elected to pay benefits under that 
act. It does not permit retroactive benefits. 

At this point, I should like also to invite your attention to the provisions of 
section 303(a) of the bill which would amend section 2(c) of the Railroad Un- 
employment Insurance Act. This amendment to section 2(c) would provide ex- 
tended benefits to persons with 10 or more years of railroad service after they 
have exhausted their normal benefit rights. Section 808 provides that section 
803(a) “shall be effective * * * in extending benefit periods which begin after 
December 31, 1957.” The provision, if it had been adopted last session of Con- 
gress would have meant, except for a few days, payment of future extended 
benefits, i. e., for unemployment after June 30, 1958. 

Both section 303(a) and 303(b), in now using the June 30, 1958, effective date, 
present the same general issue—whether there should be retroactive payments of 
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unemployment benefits for periods going back to last June where there has been 
no registration at employment offices, and no other availability for work or 
other normal tests and procedures. ; 

It seems clear that this is the same kind of issue that faced the Congress when, 
after months of delay, it finally enacted the Temporary U nemployment Compen- 
sation Act. Many persons had extensive unemployment during the time the 
jegistation was pending. If it had been promptly passed, this unemployment 
would have been met with benefits. But doing so retroactively, when finally 
passed would have been counter to unemployment insurance theory and prac- 
tice. So it was not made retroactive. This precedent should govern here. : 

Retroactive payments by necessity would be to persons who did not register 
for work. This and other qualifying requirements cannot in fact be met retro- 
actively. It would be futile to have persons register today for job opportuni- 
ties open last summer. 

BENEFITS TO STRIKERS 


One point that all State legislatures have agreed upon, and that Congress 
concurred in when writing the District Unemployment Insurance Law, is that 
a person who voluntarily walks off a job should not be able to stroll over to the 
unemployment office for unemployment benefits. He is, at this point, volun- 
tarily unemployed. This is true whether he walks off alone and is, in unem- 
ployment insurance jargon, a voluntary quit, or walks out with others on a 

ike. 
= stated in BES No. U-141, the U.S. Department of Labor Publication 
“Comparison of State Unemployment Insurance Laws as of January 1, 1958”: 

“In 49 States, labor dispute disqualifications last, in general, as long as the 
labor disputes * * * only two States provide for a definite period of disqualifi- 
eation. In New York a worker who lost his employment because of a strike or 
lockout * * * can accumulate ‘effective days’ after the expiration of 7 weeks 
and the waiting period * * * In Rhode Island a worker * * * is entitled to 
benefits * * * after a 6-weeks disqualification period and a 1-week waiting 
period.” 

A most important consideration is that unemployment insurance should be 
neutral in labor disputes. To this end all acts provide that benefits shall not 
be denied for refusing a job in a struck plant. Similarly, all acts except the 
Railroad Act prevent unemployment insurance from being used as a device to 
make an employer, or an industry, finance strike benefits. Whether there are 
many strikes, or whether the strike is lawful or unlawful or authorized or 
unauthorized by a union is not germane to this issue. The legislatures have 
used the term “labor dispute” or the terms “strike or lockout” so as to make 
clear that the State law does not require or permit the unemployment insur- 
ance administrator to decide on lawfulness of or union authorization for strikes, 
or to assess blame on either side. ‘The provision simply makes clear that the 
system does not cover unemployment of persons participating in labor disputes. 

The fact is that the claimant should not be paid benefits under basic prin- 
ciples. He is not involuntarily unemployed due to lack of work. He is not 
looking for a job. Instead, he is trying to better the hours, wages, or working 
conditions in a job he already has. 

The railroad association's position is based on the foregoing considerations. 
It is that there is no justification for the portion of section 4(a—2)iii which 
permits payment of strike benefits. These strike benefits are paid unless the 
Railroad Retirement Board finds, and I quote, “that such strike was commenced 
in violation of the provisions of the Railway Labor Act or in violation of the 
ees rules or practices of a bona fide labor organization of which he was a 
member.” 

This kind of finding is not germane to the basic issue—whether employer 
financed unemployment insurance should pay strike benefits, nor is it consistent 
with the companion provision of section 4(c) which makes no distinction be- 
tween “lawful” and “wildcat” strikes but excues any claimant for benefits from 
accepting a job which, and again I quote, “is vacant due directly to a strike, 
lockout, or other labor dispute.” 

Quite a body of laws and regulations now attach to labor disputes under 
Taft-Hartley and under State laws, as well as under the Railway Labor Act. 
These are all designed to protect the public interest as well as to provide fair 
rules for labor disputes. To this end they impose various restrictions on labor 
and management. But this fact affords no basis for a provision under any 
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system making employers pay strike benefits to strikers, regardless of Whether 
the strike violates the law or a union constitution, rules, or practices, 

The fact is that strikes and strike threats are basic economic weapons proyig. 
ing a background to collective bargaining. To add to these, the further weapon 
that the employer must indirectly finance the strike through his unemployment 
taxes is not fair play. It violates basic unemployment principles. 

How can there properly be one rule for striking railroad employees ang g 
contrary one for other strikers? 


“VOLUNTARY QUITS,” “JOB REFUSALS” AND “DISCHARGES”’ 


Two other current qualifying conditions found in all State laws and in the 
Railroad Unemployment Insurance Act are usually referred to as “voluntary 
quit” and “refusal of suitable work” requirements. F 

The philosophy of these provisions emphasizes the point that I previously 
made—that the provisions are not penalties, but only limitations as to what yp. 
employment the system “insures.” Without these limitations the State systems 
would provide 6 months’ paid vacations—the railroad system frequently twice 
as long. 

An essential part of the free enterprise system is that people decide for them. 
selves when and where they will accept work and when they will quit work. Byt 
if Government attempts to guarantee an individual against the fiscal conse. 
quences of his decision not to work, how long could we endure before this basic 
right is in jeopardy? 

The “quit” provisions, the “refusal of suitable work” provisions, are intended 
to avoid Government’s guaranteeing against consequence of decisions not to 
work. They are intended to preserve, not to infringe these rights—just as the 
“strike” provisions are not intended to penalize the right to strike, or the 
qualifying definitions of “unemployment” are not intended to penalize persons 
who work in denying them unemployment benefits while they are working. 

The provisions should be simply used in defining the risk covered and exclud- 
ing unemployment situations controllable by the voluntary action of employee 
from being “insured” by unemployment insurance. 

If a person leaves his job to take another job and shows the bona fides of his 
intention by working a few weeks on the new job, the “voluntary quit” proyi- 
sions of present law do not then apply to him. If he subsequently becomes 
involuntarily unemployed, this is not caused by his quitting the first job and 
he is entitled to benefits. 

It is our position that any person who voluntarily quits should be permitted 
to draw benefits only if he takes another job and works at least 4 weeks. The 
railroad association accordingly recommends that the present section 4(a-2) (i) 
excluding from a “day of unemployment” the first 30 days after a voluntary 
quit be amended to exclude: “any of the days beginning with the day with re- 
spect to which the Board finds that he left work voluntarily without good cause 
connected with his work, and ending with the fourth calendar week with respect 
to each of which the Board finds that he shall have earned pay of not less than 

25.” 

Any person shifting from his job to a new job would thereby run little risk 
of losing his unemployment protection under this “voluLiary quit” language. 
And the system would at least be partly protected from paying benefits to volun- 
tarily unemployed. 

Under this provision a person quitting a job for the purpose of looking around 
for a job which suits him better would, of course, run the risk of not finding one. 
But that is part of our economic way of life. Under the railroad association's 
proposal, when he does find one, even though it may be mediorcre, he would 
after 4 weeks’ work be outside the above “voluntary quit” provision. This 
would be true even if he tried out 3 or 4 jobs. The system would again 
guarantee his not becoming unemployed through no fault of his own. It would 
pay him unemployment benefits if his last job folded up on him. 

The third situation—where a person may at present quit work to take an 
extended vacation, with the expectation that he would have a paid vacation 
after 30 days—would be corrected by the proposal. The requirement of getting 
some substantial work before they could subsequently claim to be involuntarily 
unemployed would tend to minimize the number who would expect the unemploy- 
ment system to provide them with paid vacations. 
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A fourth situation is where persons quit because they are withdrawing from 
the labor market, to attend school, to farm, to look after their home, or for 
some other reason. The railroad industry should hot be called upon to pay these 

rsons benefits. Theoretically, under the availability requirement these may not 
qualify for benefits while so withdrawn, Actually, many do. : ; 

It might be observed that both this group and many of the paid vacation 
group cannot, in fact, meet the availability for work test which also delimits 
the system’s responsibility for unemployment. The important practical point, 
however, is that in actual administration they may get by for weeks of benefits 
on a Claimed availability unless it happens that they are officially confronted 
with a job offer. » NOt , 

If our proposed provision is adopted, those who have voluntarily gone on vaca- 
tion or have left the labor market can still overcome their disqualification, but 
not by merely waiting 380 days before claiming benefits. Instead, they must 
take the affirmative act of actually getting work for 4 weeks. This, of course, 
may be difficult occasionally, but this is a risk they assumed when voluntarily 
quitting their jobs. It is much more reasonable that they continue assuming it 
yntil they get another job than to ask the railroad industry to assume it after 
30 days. : : 

As previously mentioned, some who have, in fact, left the labor market fre- 
quently can get benefits on the claim that they are available for work, at least 
until they have rejected an offer of suitable employment. The voluntary quit, 
nonavailability for work, and job refusal in this case are all symptomatic of the 
jndividual’s frame of mind. His leaving the labor market may have occurred 
because of some situation with which we are most sympathetic. But that does 
not justify using unemployment benefits to cover a risk it is not designed to cover. 

As in the case of the person who voluntarily quit suitable work, a person 
who refuses suitable work should assume the full risk of his further unemploy- 
ment. His right to refuse cannot be infringed, but unemployment insurance 
should not underwrite his refusal. Refusal with the knowledge that, at most, 
under present law it will merely suspend his benefits for a few days is not con- 
sistent with individual dignity nor with the purpose of the program, nor is its 
financing by employers’ taxes justified. He should be treated by amendment 
to section 4(1—A) (11) in the same way it is proposed to treat the voluntary quit. 

A further current benefit condition found in every State law is that benefits 
are not paid for unemployment due to the employee’s misconduct connected 
with his work. 

As stated in the Labor Department publication I previously mentioned: 

“The provisions for disqualification for discharge for misconduct follow a 
pattern similar but not identical to that for voluntary leaving.” 

This is quite understandable. Each became unemployed because of his 
voluntary act. Certainly neither a person who quits a good job nor a person who 
gets himself fired by punching a fellow workman in the nose or leaving a switch 
open, can be said to be unemployed through no fault of his own. 

Iam unable to follow an argument that has been advanced that to have the 
Board deny benefits on the basis that an individual was discharged for misconduct 
would in some way interfere with the ordinary union-management grievance 
procedures. Misconduct determinations are currently being made in the admin- 
istration of every State unemployment system. I cannot ever recall any union 
spokesman demanding that the “misconduct” provision be stricken out on the 
theory that it interfered with union-management grievance procedures. 

Presumably union-management grievance procedures normally follow any situ- 
ation where an employer attempts to get an employee to do work described in 
section 4(c) of the Railroad Unemployment Act—where, to quote from this 
section, “acceptance of the work would require him to engage in activities in 
violation of law or which, by reason of their being in violation of reasonable 
requirements of the constitution, bylaws, or similar regulations of a bona fide 
labor organization of which he is a member, would subject him to expulsion 
from such labor organization.” 

To administer this section, the Board must interpret and apply its provisions 
to benefit claimants—it is part of the suitable work provisions. If the Board 
can administer this provision without interference with union grievance pro- 
cedures, I fail to see why it could not similarly administer misconduct cases. 

In determining on appropriate benefit consequences of leaving or refusing 
suitable work without good cause or discharge for misconduct connected with 
the work, it seems important to me that these, like the other current conditions, 
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be viewed basically as limitations of the contingency covered. Unemploym 

benefits are denied in many situations to sick persons, mothers whose hati 
situation makes holding a job impossible, and others unavailable for wale 
These are not denied as a penalty for being unavailable for work, but because 
the system cannot properly insure persons against being unavailable for wok 
Nor can the system properly underwrite the consequences of being unemployed 
due to on-the-job misconduct. ’ 

A person who leaves a good job—whether because he thinks he can find a better 
one, or because he is tired of working, or who brought on his unemployment 
by his misconduct, should be unemployed at his own risk—not at the risk of the 
unemployment insurance system financed by his former employer. 

The Railroad Unemployment Insurance Act presently provides that after 30 
days he need no longer assume the risk of quitting his job; he can then begin 
receiving benefits financed by railroad taxes. In the case of discharge for jop. 
connected misconduct, however, he gets benefits immediately. Are these fair 
rules? Are they required by the public interest? I do not think so. The an- 
swer which 10 States have come to for misconduct is that he is not again ingureg 
until he gets another job and holds it for a reasonable period. This would appear 
preferable to a flat disqualification period 15 States have adopted, or variable 
durations which are decided administratively by the remaining States. These 
may run as high as 24 weeks in Texas and 16 weeks in Kentucky. Eighteen 
States likewise cancel out benefit rights. Seventeen provide for longer periods 
when the misconduct is aggravated. 

The position of the Association of American Railroads is that a person who 
becomes unemployed through misconduct connected with his work should cer. 
tainly fare no better than one who becomes unemployed by quitting, or other 
voluntary act, and his unemployment should be clearly written out of the system 
to the same extent previously suggested for “voluntary quits.” The association 
accordingly suggests that this be provided by an additional subsection added 
to section 4(A-2) of the act. 


SICKNESS BENEFITS AND MATERNITY BENEFITS 


The association proposes that railroad employees pay half the cost of sickness 
benefits and that maternity benefits be discontinued. 

I might point out that when American unemployment-insurance systems were 
established it was generally thought that these would be financed by employers 
and employees, and several States originally did so. But the Federal forcing 
tax was imposed only on employers, and the theory grew up that, due to the 
employer’s position to regularize employment at least to a substantial degree, 
he should pay the cost of unemployment insurance. 

However, radically different considerations apply to sickness benefits. The 
employer is already held liable for disabilities attributable to him. Sickness 
is essentially a personal, non-job-connected phenomenon that everyone is sub- 
jected to. 

Sickness benefits were first adopted in Rhode Island. It was one of the few 
States with employee contributions toward unemployment compensation, and 
these contributions were shifted to, and afford the sole financing of, the Rhode 
Island cash sickness benefits. 

California and New Jersey, each of whom had employee contributions, like 
wise established sickness benefits largely financed by such contributions. 

New York also has adopted sickness benefits. These, too, are very substantially 
financed by employees covered. 

The railroad system is the sole American system financed wholly by employers, 
and I know of no foreign system so financed. We know of no tenable theory 
justifying this unique railroad-system financing. We feel that, with employee 
participation in the costs, the system would be much better protected against 
chiseling. I cannot but believe that employee opinion would be adverse to claim- 
ant practices which would waste employee-contributed funds and threaten to 
increase employee-contribution rates. 

It is possible that employees, as well as the railroads, would support the pro 
posal of terminating maternity benefits if employee contributions were levied 
to finance these benefits. 
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There would, of course, be a better argument for maternity benefits with 
employee financing, like Rhode Island, where employees pay the entire bill, than 
there is under the railroad system, where the cost is borne wholly by the rail- 
roads. But even the Rhode Island system limits pregnancy benefits to 12 weeks 
except in cases of unusual complication as a result of childbirth. In all cases 
duration under this system is limited also by the woman’s potential benefit dura- 
tion in terms of base-period wages. : 

The other three State programs rule out pregnancy. As stated in the U.S. 
Department publication I previously mentioned ; AS 

“New Jersey does not pay for any period of disability due to pregnancy, mis- 
carriage, or abortion. California provides payments only for disability which 
Jasts more than 28 days after termination of pregnancy, and New York only for 
disability which occurs after a woman has worked in covered employment for 
at least 2 consecutive weeks following the termination of pregnancy.” 

I shall not raise the question as to whether pregnancy, like sickness, is the 
occasion of an involuntary wage loss, or the further question of whether ma- 
ternity benefits should be financed by payroll taxes. Instead, I shall only observe 
that the social need for such benefits has not been indicated by any widespread 
adoption of such programs in the United States, nor does there appear to be any 
substantial pressure for doing so. 

There is no significance in railroad employment which should single out the 
small percent of its employees. who are of childbearing age and sex as requiring 
maternity benefits. It can hardly be their pay rates, in view of the railroad pay 
seales. If anything, these rates should serve as a basis of reducing rather than 
emphasizing any possible justification for maternity benefits. 

The association’s proposal would terminate these benefits next June—except 
for maternity benefits being paid on that date. 

Railroad employees work under contracts where a person holding a job receives 
the same pay regardless of sex—and I understand that the present minimum rate 
is $1.97 per hour. These facts alone would seem to demonstrate that neither 
equity or social need requires continuance of maternity benefits. 

Mr. Chairman, in conclusion, I should like to express my appreciation to your 
committee for its patience in listening to this extended statement dealing with 
these several important matters. At the same time, I should apologize for giv- 
ing some of these matters the sketchy treatment necessitated by time limitations. 
I believe that a large part of what I have said in dealing with the complexities of 
the railroad system boils down to this: 

1. That the general unemployment insurance concept of paying a person 
who becomes unemployed a substitute by way of benefits, of the wages he 
has just lost, requires the scrapping of the calendar base year lag period 
and benefit year provisions of existing law; 

2. That the general concept of replacing an equitable portion of a person’s 
pay loss requires gearing his benefit to his normal paycheck rather than to 
his gross wages before tax withholding, and to his take-home daily pay rate 
rather than to his total of gross wages in his base year; 

3. That the general concept of protecting railroad pay loss of genuine 
railroad employees requires a basic revision of the base period test of qualified 
employee, and also a revision of definitions dealing with his current unem- 
ployment situation—the definition of “day of sickness,” must be revised. 
It should be made clear when the claimant is, and when he is not, suffering 
an involuntary pay loss which should be compensated ; 

4. That in fixing benefits the public interest and the employees’ interest 
require that benefits of no claimant shall be at such levels as compared 
with his paychecks, as to impair his work incentive, and finally ; 

5. That, like permanent disability is now, temporary disability arising 
coe sickness, should be financed jointly by railroad employers and em- 
ployees. 

Mr. Chairman, I should like to request on behalf of the Association of Amer- 
ican Railroads that its proposed amendments both of retirement and un- 


employment benefits and tax provisions be accepted for inclusion in the printed 
record following my testimony. 
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AMENDMENT TO H.R. 1012 


Terminating the payment of unemployment or sickness benefits to those who cap 
receive full age or disability annuities under the Railroad Retirement or Social 
Security Acts 


At the end of H.R. 1012 add the following section appropriately numbered: 

“Seo. —. Effective July 1, 1959, after ‘Social Security Act, or’ in section 
4(a—-1) (ii) of the Railroad Unemployment Insurance Act the following is addeq: 
‘except on days he is involuntarily unemployed due to lack of work, he meets the 
qualifying work and the age or disability requirements for full annuity payments, 
pensions, or benefits under one or both of such acts and upon applying therefor 
could receive them, and any day in any period with respect to which the Board 
finds that he is receiving or will have received.’ Section 4(a—1) (ii) is further 
amended by striking out the colon preceding the words ‘Provided further’ ang 
striking out the remainder of this section after the colon and preceding the semj- 
colon at the end thereof.” 

Explanation —A person who could apply for and receive a disability annuity 
under the Railroad Retirement or Social Security Acts will no longer be per- 
mitted to draw sickness benefits. Further, one who is not involuntarily unep- 
ployed and could obtain a full age annuity under the Railroad Retirement or 
Social Security Acts would be prevented from drawing unemployment benefits, 

Basis for proposal.—Under the present law a railroad man who is disabled can 
refrain from making application for a disability annuity and can collect sickness 
benefits. When his sickness benefits—many times collected for a full year—ryp 
out he then makes application for and receives his disability annuity. Obviously, 
there is no justification in his collecting sickness benefits when he is entitled to 
the annuity. Under the law a railroad worker can decide to retire but need not 
file an application for a retirement annuity. Instead, he can file for unemploy. 
ment benefits and if no job is available he receives unemployment benefits. He 
will continue to receive those benefits for the maximum period possible and then 
will file for his age annuity. Obviously, the unemployment insurance system was 
not established for the purpose of paying benefits to such an individual. 


[H.R. —, 86th Cong., 1st sess. ] 


A BILL To amend the Railroad Retirement Act of 1937, the Railroad Unemployment 
Insurance Act, the Internal Revenue Code, the Social Security Act, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


Part I—AMENDMENTS TO THE RAILROAD RETIREMENT ACT OF 1937 


SECTION 1. (a) Section 3(a) of the Railroad Retirement Act of 1937 is amended 
(1) by striking out “3.04”, “2.28”, and ‘1.52” and inserting in lieu thereof “3.19”, 
“2.39”, and “1.60”, respectively ; and (2) by striking out “$200” and inserting in 
lieu thereof “$250”. 

(b) Section 3(c) of such Act is amended by inserting after “or in excess of 
$350 for any month after June 30, 1954,” the following: “and before July 1, 1959, 
or in excess of $400 for any month after June 30, 1959,”. 

(c) Section 3(e) of such Act is amended by striking out “$4.55” and “$75.90” 
and inserting in lieu thereof “$4.78” and “$79.70”, respectively. 

Sec. 2. (a) Section 5(f) (2) of the Railroad Retirement Act of 1937 is amended 
by striking out “and 7 per centum of his or her compensation after December 31, 
1946 (exclusive in both cases of compensation in excess of $300 for any month 
before July 1, 1954, and in the latter case in excess of $350 for any month after 
June 30, 1954),” and by inserting in lieu thereof the following: ‘plus 7 per centum 
of his or her compensation paid after December 31, 1946, and before July 1, 1959, 
plus 74% per centum of his or her compensation paid after June 30, 1959 (exclusive 
of compensation in excess of $300 for any month before July 1, 1954, and in excess 
of $350 for any month after June 30, 1954, and before July 1, 1959, and in excess 
of $400 for any month after June 30, 1959),”. 

(b) Section 5(h) of such Act is amended by striking out “$33”, “$176”, and 
“$15.40” wherever they appear and inserting in lieu thereof “$36.65”, “$184.80”, 
and “$16.17”, respectively. 
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(c) Clause (A) (i) of section 5(1) (9) of such Act is amended by striking out 
the word “and” appearing after ‘July 1, 1954,” and by inserting after “‘June 30, 
1954,” the following: “and before July 1, 1959, and any excess over $400 for 
any calendar month after June 30, 1959,”. ; 

(d) Clause (A) (ii) of section (5)(1)(9) of such Act is amended (1) by 
inserting “and before 1960” after “1954” where it first appears; (2) by inserting 
after “$4,200” where it first appears the following: “, or for any calendar year 
after 1959 is less that $4,800,” ; (3) by striking out “$350” and inserting in lieu 
thereof “$400”; and (4) by striking out “and $4,200 for years after 1954, by” 
and inserting in lieu thereof the following: “, $4,200 for years after 1954 and 
pefore $1960, and $4,800 for years after 1959, by”. om) 

(e) Section 5(1)(10) of such Act is amended by striking out “44”, “11”, 
“gan”, “$15.40”, “$36.66”, “$27.50”, and “$14.66” wherever they appear and in- 
serting in lieu thereof “46”, “11.6”, “$400”, “$16.17”, “$28.49”, “$28.88”, and 
“$15.39”, respectively. 

Seo. 3. All pensions under section 6 of the Railroad Retirement Act of 1937, 
all joint and survivor annuities and survivor annuities deriving from joint and 
survivor unnuities under that Act awarded before July 1, 1959, and all annuities 
under the Railroad Retirement Act of 1935, are increased by 5 per centum. 

Sec. 4. (a) The amendments made by subsections (a) and (c) of section 1, 
and by subsection (b) of section 2 shall be effective only with respect to annui- 
ties (not including annuities to which sec. 3 applies) accruing for months after 
June 1959. The amendment made by subsection (a) of section 2 shall be 
effective only with respect to lump-sum payments (under sec. 5(f)(2) of the 
Railroad Retirement Act of 1937) in the case of deaths occurring after June 1959. 
The amendments made by subsection (e) of section 2 shall be effective only with 
respect to annuities accruing for months after June 1959 and lump-sum pay- 
ments (under sec. 5(f)(1) of the Railroad Retirement Act of 1937) in the case 
of deaths occurring after June 1959. Section 3 shall be effective only with 
respect to pensions due in calendar months after July 1959 and annuities accru- 
ing for months after June 1959. 

(b) All recertifications required by reason of the amendments made by this 
part shall be made by the Railroad Retirement Board without application 
therefor. 


Part II—AMENDMENTS TO THE INTERNAL REVENUE CoDE 


Sec. 201. (a) Section 3201 of the Railroad Retirement Tax Act is amended by 
striking out “644”, “December 1, 1954”, and “$350” and inserting in lieu thereof 
“6%”, “June 30, 1959”, and “$400”, respectively. 

(b) Section 3202(a) of the Railroad Retirement Tax Act is amended (1) by 
striking out ‘after December 31, 1954” wherever it appears and inserting in lieu 
thereof “after June 30, 1959’’; (2) by striking out “$350” wherever it appears 
and inserting in lieu thereof ‘‘$400”; (3) by striking out “after 1954” and in- 
serting in lieu thereof “after June 1959”. 

(c) Section 3211 of the Railroad Retirement Tax Act is amended by striking 
out “12%”, “December 31, 1954”, and “$350” and inserting in lieu thereof 
“134%”, “June 30, 1959”, and “$400”, respectively. 

(d) Section 3221 of the Railroad Retirement Tax Act is amended (1) by strik- 
ing out “6% percent” and inserting in lieu thereof “634 percent”; (2) by striking 
out “after December 31, 1954” wherever it appears and inserting in lieu thereof 
“after June 30, 1959”; (3) by striking out “$350” wherever it appears and in- 
serting in lieu thereof “$400”; (4) by striking out “after 1954” and inserting in 
lieu thereof “after June 1959”. 

Sec. 202. The Internal Revenue Code of 1954 is amended by adding the follow- 
ing new chapter after chapter 22: 


“CHAPTER 22(&)—-RAILROAD SICKNESS BENEPIT TAX ACT 
“Subchapter 


“A. Tax on employees. 
“B. General provisions. 


. “SUBCHAPTER A—TAX ON EMPLOYEES 
“Sec. 

“3251. Rate of tax. 

“3252. Deduction of tax from compensation. 


“In addition to other taxes, there is hereby imposed on the income of every 
employee a tax equal to one-half percent of so much of the compensation paid 
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to such employee after June 30, 1959, for services rendered by him after gy 
date as is not in excess of $350 for any calendar month. 

“Sec. 3252. DEDUCTION or TAx FROM COMPENSATION .— 

“(a) REQUIREMENT.—The tax imposed by section 3251 shall be collected by 
the employer of the taxpayer by deducting the amount of the tax from the 
compensation of the employee as and when paid. If an employee is paid cop. 
pensation after June 30, 1959, by more than one employer for services rendereg 
during any calendar month after June 30, 1959, and the aggregate of such com. 
pensation is in excess of $350, the tax to be deducted by each employer from the 
compensation paid by him to the employee with respect to such month shall pe 
that proportion of the tax with respect to such compensation paid by all such 
2mployers which the compensation paid by him after June 30, 1959, to the 
employee for services rendered during such month bears to the total compen- 
sation paid by all such employers after June 30, 1959, to such employee for 
services rendered during such month. 

“(b) INDEMNIFICATION OF EMPLOYER.—Every employer required under subsee. 
tion (a) to deduct the tax shall be made liable for the payment of such tax anq 
shall not be liable to any person for the amount of any such payment. 


“SUBCHAPTER B—GENERAL PROVISIONS 


“Sec. 3272. For purposes of this chapter the provisions of subchapter D of 
chapter 22, other than section 3233 shall be applicable, except that the term 
‘employee’ shall not include an employee of a local lodge or division of a railway 
labor organization and the term ‘employer’ shall not include such local lodge or 
division. 

“SHORT TITLE 


“Sec. 3282. This chapter may be cited as the Railroad Sickness Benefit Tax 
Act.” 
TECHNICAL AMENDMENTS 


Sec. 203. Section 3231 (a), (b), (ce), (d), (e), (f), and (g) of the Internal 
Revenue Code of 1954 are each amended by inserting “and chapter 22(a)” after 
“purposes of this chapter” ; 

Section 3232 of the Internal Revenue Code of 1954 is amended by inserting 
“and chapter 22(a)” after “provisions of this chapter” ; 

Section 3502 of such Code is amended by inserting “and by section 3251 of 
chapter 22(a)” after “chapter 22” ; 

Section 3503 of such Code is amended by inserting ‘‘or 22(a)” after “22”; 

Section 6305 of such Code is amended by inserting “3251,” after ‘3221,”: 

Sections 6413(a) and 6413(b) of such Code are amended by inserting “3251,” 
after “3221,” 

Sec. 204. The amendments made by sections 201 and 202 shall apply only with 
respect to compensation paid after June 30, 1959, for services rendered after 
such date. 


Part III—AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE Act 
DEFINITIONS OF “BASE YEAR” AND “BENEFIT YEAR” 


Sec. 301. Section 1(m) of the Railroad Unemployment Insurance Act is 
amended to read as follows: 

““(m) The term ‘benefit year’ with respect to any individual means the period 
of three hundred and sixty-five consecutive days beginning with the first day of 
the first registration period after June 30, 1959, with respect to which the indi- 
vidual first files a valid claim for benefits, and thereafter the period of three 
hundred and sixty-five days beginning with the first day of the first registration 
period with respect to which the individual next files a valid claim for benefits 
after the termination of his last preceding benefit year. Any claim for benefits 
made in accordance with section 5(a) shall be deemed to be a ‘valid claim’ for 
the purposes of this subsection if the individual is with respect to his base period 
a ‘qualified employee’ as defined in section 3 with respect to his base year.” 

Section 1(n) of such Act is amended to read as follows: 

“(n) The term ‘base year’ means the twelve completed calendar months im- 
mediately preceding the first day of the individual's benefit year.” 
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DEFINITION OF “QUALIFIED EMPLOYEE” 


src, 302. Section 3 of the Railroad Unemployment Insurance Act is amended 
to read as follows: a MF 

“Sec, 3. An individual shall be a ‘qualified employee if the Board finds that 
his compensation with respect to his base year will have been not less than an 
amount. equal to the product of eighty-seven and his daily wage computed pur- 
suant to section 2(a), and that during his base year more than five calendar 
months will have been months of service used in computing his years of service 
for purposes of the Railroad Retirement Act of 1937, and more than one of such 
months of service shall have been in the last half of such base year. ; 

“No individual who, since earning substantial compensation has received one 
hundred and thirty daily unemployment benefits, or exhausted his unemployment 
penefit rights, shall be a ‘qualified employee’ with respect to further unemploy- 
ment benefits until he has again earned substantial compensation, and no indi- 
vidual who, since earning substantial compensation has received one hundred 
and thirty daily sickness benefits or exhausted his sickness benefit rights, shall 
pe a qualified employee with respect to further sickness benefits until he has 
again earned substantial compensation. As used in the preceding sentence, 
‘sgbstantial compensation’ means compensation in an amount not less than the 
product of twenty and the amount of the individual’s last daily benefit.” 


WAITING PERIOD 


Sec. 308. Clauses (i) and (ii) of section 2(a) of the Railroad Unemployment 
Insurance Act are each amended by striking out “seven” and inserting “nine” 
in lieu thereof, and by inserting after the phrase “the same benefit year,” the 
following: “if in such registration period'or in the 14 days immediately prior 
thereto he had not less than seven days of unemployment”. 


BENEFIT COMPUTATION AND LIMITATIONS 


Sec. 304. Section 2(a) of the Railroad Unemployment Insurance Act is 
amended by striking out the second sentence thereof, including the schedule, and 
inserting in lieu thereof the following: “The daily benefit rate of any qualified 
employee shall be an amount equal to 60 per centum of the daily rate of com- 
pensation after withholding taxes, for the employee’s last employment in which 
he engaged for an employer in the base year, but not to exceed $8.50 and if such 
daily benefit rate so computed is less than $8.50 and is not an even multiple of 
ten cents it shall be increased to the next highest multiple of ten cents. For 
purposes of the preceding sentence, an employee's daily rate of compensation 
after withholding taxes shall be, as determined by the Board, such employee's 
daily rate after reduction by the amount equal, to the sum of— 

“(1) the amount equal to the same percentage of such daily pay rate as 
shall be imposed by sections 3201 and 3251 of the Internal Revenue Code on 
compensation at the time of such last employment, and 

“(2) the amount equal to one-fifth the amount which shall be required to 
be withheld at the time of such last employment by section 3402(c) of such 
Code on a weekly pay period basis, on wages paid in a weekly pay period in 
an amount equal to the product of five and such daily rate.” 


DISQUALIFYING CONDITIONS 


Sec. 305. Section 4(a—1) (ii) of the Railroad Unemployment Insurance Act is 
amended by adding after “Social Security Act, or” the following: “except on 
days he is involuntarily unemployed due to lack of work, he meets the qualifying 
work and the age or disability requirements for full annuity payments, pensions 
or benefits under one or both of such Acts and upon applying therefor could re- 
ceive them, and any day in any period with respect to which the Board finds 
that he is receiving or will have received”. Such section is further amended by 
striking out the colon preceding the words “Provided further” and striking out 
the remainder of this section after the colon and preceding the semicolon at the 
end thereof. 

Sections 4(a-2) (i) and 4(a-2) (ii) are each amended by striking out “thirty” 
and by adding before the semicolon at the end thereof: “and ending with the 
fourth calendar week with respect to each of which the Board finds he shall 
have earned pay of not less than $25.” 
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Section 4(a—2) (iii) of such Act is amended by striking out “, and the Board 
finds that such strike was commenced in violation of the provisions of the Rajj. 
way Labor Act or in violation of the established rules and practices of a bong 
fide labor organization of which he was a member”. 

Section 4(a-2)(iv) of such Act is renumbered section 4(a—2) (vi) and after 
section 4(a-2) (iii) the following is inserted : 

“(iv) any of the days beginning with the day with respect to which the Boarg 
finds that he was discharged or suspended for misconduct connected with hig 
work and ending with the fourth calendar week with respect to each of which 
the Board finds he shall have earned pay of not less than $25. 

“(v) any of the days which the Board finds is im a maternity period of the 
employee.” 

After section 4(a-—2) of such Act the following is added : 

“(a-3) There shall not be considered a day of sickness with respect to any 
employee— 


“(i) any day which is a Sunday or which the Board finds is generally 
observed as a holiday in the locality in which he registered for such day, 
unless such day was immediately preceded by a day of unemployment or 
sickness and immediately followed by a day of unemployment or sickness 
or was the last day in a registration period and was immediately preceded 
by a day of unemployment or sickness: Provided, That if two or more con- 
secutive days are a Sunday and one or more holidays, then with respect 
to any employee neither shall be considered as days of sickness unless they 
were immediately preceded by a day of unemployment or sickness and im- 
mediately followed by a day of unemployment or sickness, or the last of 
such days was the last day of a registration period and such days were im- 
mediately preceded by a day of unemployment or sickness. 

“(ii) any day which is disregarded as a day of employment of the em- 
ployee as determined by the Board pursuant to sections 4(a—2) (i) through 
(vi). 

“(iii) any day which is in a maternity period unless the Board finds that 
sickness on such day is unrelated to the norinal consequences of pregnancy 
or childbirth. 

“(iv) any of the days which the Board finds to have occurred more than 
ninety days after the last day with respect to which the individual will 
have earned compensation, excluding from such ninety days any period be 
ginning before the expiration thereof with respect to which the Board finds 
he was unemployed due to a stoppage of work described in section 4(a-1) 
(iii) and excluding any registration period which begins, or any continuous 
registration periods the first of which begins before the expiration of such 
ninety days. For purposes of the preceding sentence a ‘registration period’ 
shall be deemed continuous with the preceding registration period if estab- 
lished within ten days after the last day of such preceding period.” 


DEFINITION OF DAY OF SICKNESS 


Sec. 306. Section 1(k)(2) of the Railroad Unemployment Insurance Act is 
amended by inserting “but would otherwise be available for work” after the 
phrase “he is not able to work”. 


DISCONTINUING MATERNITY BENEFITS 


Sec. 307. Section 1(k) of the Railroad Unemployment Insurance Act is 
amended by deleting from the first sentence thereof ‘tor which is included in a 
maternity period’. 

Section 1(1)(1) of such Act is amended by deleting “, and the term ‘state 
ment of maternity sickness’ means a statement with respect to a maternity 
period of a female employee, in each case’’. 

Section 2(a) of such Act is amended by striking out “, and (iii) for each day 
of sickness in a maternity period” in the first sentence thereof, and by striking 
out the fourth, fifth and sixth sentences thereof. 

Section 2(c) of such Act is amended by deleting both before the proviso and 
following the proviso, 'the identical phrases “‘, Other than days of sickness i a 
maternity period,” and ‘by deleting “; and the total amount of benefits which 
may be paid to an ‘¢mployee for days of sickness in a maternity period shall in 
no case exceed the employee’s compensation in the base year on the ‘basis of 
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d which the employee was determined to be qualified for benefits in such maternity 
. ” 
. ei, 12(i) of such Act is amended by deleting from the seventh sentence 
thereof “and, in the case of maternity sickness, the expected date of birth and 
iT the actual date of birth of the child”. 
Section 12(n) of such Act is amended by deleting “or maternity” in each 
d place such words occur and by deleting from the fourth sentence “or as to the 
is expected date of birth of a female employee's child, or the birth of such child”. 
? AMENDMENTS ESTABLISHING THE RAILROAD SICKNESS INSURANCE ACCOUNT 
° Sec. 308. The heading of section 10 of the Railroad Unemployment Insurance 
Act is amended by adding “and Railroad Sickness Insurance Account”. 
Section 10(a) of such act, effective July 1, 1959, is redesignated “Src. 10(a—1) 
y and is amended (1) by inserting after “total compensation” in clause (i) “paid 
with respect to calendar months through June 1959, and is in excess of 0.7 
ly percent of such compensation thereafter”; (2) by inserting “unemployment” 
y, pefore “benefits” in clause (v); (3) by inserting “with respect to unemployment 
or penefits” before “pursuant” in clause (viii) ; (4) by inserting “unemployment” 
88 pefore “benefits”, “all” before “refunds” and “and reimbursable transfers’ 
ed after “refunds” in the last sentence thereof; and (5) by adding another section 
- as follows: 
et “Sec. 10(a—2) (1). The Secretary of the Treasury shall maintain in the unem- 
ey ployment trust fund established pursuant to section 904 of the Social Security 
m- Act an account to be known as the railroad sickness insurance account. This 
ee account shall consist of (i) such part of contributions collected pursuant to 
m- | section 8 of this Act as is equal to 0.5 per centum of the total compensation with 
respect to months after June 1959 on which such contributions are based; (ii) 
ae all taxes collected pursuant to chapter 22(a) of the Internal Revenue Code of 
gh 1954 together with all interest and penalties collected pursuant to such pro- 
yisions; (iii) all amounts creditable with respect to sickness pursuant to section 
at 2(f), section 12(g), or section 12(0) of this Act; and (iv) all additional 
ey amounts appropriated to the railroad sickness insurance account in accordance 
with any provision of this Act or with any provision of law now or hereafter 
an adopted. Notwithstanding any other provision of law, all moneys credited to 
rill this account shall be mingled and undivided, and are hereby permanently 
be- appropriated to the Board to be continuously available to the Board without 
ids further appropriation, for the payment of sickness benefits or reimbursements 
-1) under this Act, and no part thereof shall lapse at any time, or be carried to 
pus the surplus fund or any other fund: Provided, That the Secretary of the Treas- 
ich ury is directed to pay from the account into the Treasury the amount estimated 
‘od’ by him, with respect to collections under chapter 22(a) of the Internal Revenue 
ab- Code of 1954, as amended, as taxes which are subject to refund under section 
6413 of such Code. 
“(2) There is hereby appropriated to the railroad sickness insurance account, 
for the fiscal year ending June 30, 1960, and for each fiscal year thereafter, 
7 out of any monies in the Treasury not otherwise appropriated, an amount equal 
t Is to 100 per centum of the taxes collected under chapter 22(a) of the Internal 
the Revenue Code of 1954, as amended. 
“(3) The Board shall, from time to time, certify to the Secretary of the 
Treasury amounts to be transferred between the railroad unemployment in- 
surance account and the railroad sickness insurance account, and the Seec- 
} is retary shall transfer the amounts so certified. The Board shall certify for 
na such transfer to the railroad sickness insurance account, from time to time, 
amounts equal to the part of contributions referred to in clause (i) of the 
ate- second sentence of section 10(a—2)(1), and shall likewise certify for trans- 
nity fer such additional amounts as may be needed to pay sickness benefits: Pro- 
vided, That such additional amounts shall be on a reimbursable basis, and 
day shall be repaid the railroad unemployment insurance account with interest de- 
king termined equitable by the Board, by subsequent transfers from the railroad 
Sickness insurance account certified by the Board when in its judgment funds 
and of the railroad sickness insurance account make such transfer feasible.” 
ina Section 10(b) of such Act, effective July 1, 1959, is amended (1) by insert- 
hich ing before “account” in the first sentence thereof “railroad unemployment in- 
i in surance account and the railroad sickness insurance”, (2) by inserting in the 
s of first sentence thereof a comma after “benefits”, by striking the word “and”, 


and by adding after “refunds” the words “and reimbursable transfers”, and 
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(3) by inserting “appropriate” before “account” in the third sentence thereof 
Section 10(c) of such Act, effective July 1, 1959, is amended by inserting 
“railroad unemployment insurance account and of the railroad sickness ingy,. 
ance” before “account”. 
Section 2(f) of such Act, effective July 1, 1959, is amended— 

(1) by inserting after “special fund” in the next to the last sentence 
thereof “other than amounts payable hereunder into the railroad sickness jp. 
surance account,” 

(2) by inserting in such sentence before “account” “railroad unemploy- 
ment insurance” and 

(3) by inserting in such sentence after “account,” “and such other amounts 
shall be credited to the railroad sickness insurance account”. 


AMENDMENTS TO THE RAILROAD UNEMPLOYMENT ADMINISTRATION FUND 
PROVISIONS 


Sec. 309. Effective July 1, 1959, the heading to section 11 of the Railroaq 
Unemployment Insurance Act is amended to read: “Railroad Unemployment 
Insurance and Sickness Insurance Administration Fund” and subsection (a) 
of such section is amended by inserting “and sickness isurance” after “yp. 
employment insurance” in each place where it appears. 

Effective July 1, 1959, section 1(q) of the Railroad Unemployment Insur. 
ance Act is amended by inserting “and sickness insurance” after “unemploy- 
ment insurance’”’. 

MISCELLANEOUS PROVISIONS 


Sec. 310. Effective July 1, 1959, section 1(p) of the Railroad Unemployment 
Insurance Act is amended by adding after the word “means” the following: 
“| except when used in the phrase ‘railroad sickness insurance account,’”, 

Sec. 311. Effective July 1, 1959, section 8(a) of the Railroad Unemployment 
Insurance Act is amended by adding at the end thereof “In determining such 
balance there shall be deemed to be a part thereof (1) all unrepaid balances 
of amounts transferred from the railroad unemployment insurance account to 
the railroad sickness insurance account, except that in no event shall the 
amount so deemed to be a part of such balance exceed the actual amount 
in the railroad sickness insurance account on September 30 of such year, and 
(2) that proportion of the balance to the credit of the railroad sickness insur- 
ance account as of September 30 of such year as consists of amounts contributed 
by employers under this section and placed in such account under section 
10(a-—2) (1) of this Act.” 

Sec. 312. Effective July 1, 1959, section 8(f) of the Railroad Unemployment 
Insurance Act is amended (1) by inserting after the word “Act” the words 
“with respect to compensation for services rendered after June 30, 1959,” 
(2) by inserting after the word “fund” a comma and the words “such part 
thereof as equals 0.5 per centum of such total compensation to be deposited 
to the credit of the railroad sickness insurance account” and (3) by inserting 
before “account” the words “railroad unemployment insurance”. 

Sec. 313. Effective July 1, 1959, section 12(g) of the Railroad Unemployment 
Insurance Act is amended by striking the language following the semicolon 
in the last sentence and by inserting the following: “such reimbursements for 
unemployment benefits shall be paid from the railroad unemployment insurance 
account and such reimbursements for sickness or maternity benefits shall be 
paid from the railroad sickness insurance account, and all such reimbursements 
are included within the meaning of the word “benefits” as used in this Act.” 

Sec. 314. The amendments made by this part shall become effective with respect 
to all benefits paid in benefit years beginning after June 30, 1959, except that 
(a) maternity benefits in a maternity period established before and extending 
beyond such date shall be paid pursuant to the law as in effect prior to the 
amendments made by this Act and (b) the calendar year 1958 shall be the 
base year for a benefit year beginning July 1, 1959, of any individual who thereby 
but not otherwise would be a qualified employee. The effective date of other pro 
visions of this part except as otherwise specifically provided shall be the date 
of enactment of this Act. 
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Part IV—AMENDMENTS TO THE SocraL Security Act 


Sec. 401. The Social Security Act, effective July 1, 1959, is amended as follows: 

(1) Section 904(a) is amended by inserting “or to the credit of the railroad 
sickness insurance account” after “unemployment insurance account” ; 

(2) Section 904(e) is amended by inserting “and the railroad sickness insur- 
ance account” after “unemployment insurance account”. 

(3) Section 904(f) is amended by striking out all the last sentence after 
“certify” and inserting in lieu thereof “for payment from the railroad unemploy- 
ment insurance account or for payment from the railroad sickness insurance 
account not exceeding the amount standing to such account at the time of such 
payment.” 

(Whereupon, at 12 noon, the committee was recessed to reconvene 
at 2 p.m. of the same day.) 


AFTERNOON SESSION 


The CHarrMan. The committee will come to order. 
Mr. Calhoun, will you resume the witness stand. 


STATEMENT OF LEONARD J. CALHOUN, APPEARING ON BEHALF 
OF ASSOCIATION OF AMERICAN RAILROADS—Resumed 


Mr. Catnoun. Thank you, sir. 

The Cuatirman. Mr. Hemphill, are there any questions? 

Mr. Hemruiti. Mr. Chairman, might I ask Mr. Calhoun to please 
turn his attention to page 12 and page 13 of the bill, if he has it there. 

Mr. Catnoun. You are referring to H.R. 1012? 

Mr. Hempuiuy. Yes, sir. Specifically I am referring to section 303 
of the bill, which I believe is title 45, section 352 of the 1952 United 
States Code. This particular section has reference to a retroactive 
feature proposed in the area of unemployment compensation. 

Mr. Catnown. Yes, sir. 

Mr. Hemeniti. Might I ask in the light of the experience you 
outlined here this morning, since the period is taken back to June 
19, 1958, how would the unemployment compensation commissions of 
the various States determine not only the availability of work for a 
person who claimed to have been unemployed; employed, on a retro- 
active basis, or any other of the necessary prerequisites ? 

Mr. Catuoun. That is a fundamental question. Let me start off 
by saying, if you don’t consider it a digression, that Congress faced 
imaitiy that problem when they passed the temporary unemployment 
benefit law last year. As you remember, that bill was pending in the 
House over an extended period and it was finally enacted early in June, 
I think about June 4, and by its terms it specifically safeguarded 
against benefits being paid before, as I remember, about June 30. It 
was provided that they would not be paid in any State, except for 
unemployment that occurred after the State had signed up under 
TUC, as people generally call the Temporary Unemployment Com- 

msation Act. Thus Congress very carefully safeguarded that 
States would not make any retroactive payments under the Temporary 
Unemployment Compensation Act. 

That decision was made despite the fact, that, as we all know, there 
was a great deal of unemployment before that act became effective. 
The alternative to that decision would have been to make a decision 
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that a State could take this temporary unemployment compensation 
money and pay it out retroactively, that they could look back and ask 
aman: “What were you doing 90 days ago?” 

This would be a man who had not register ed at an unemployment 
office. It would be a man who probably wasn't certain what he did 
at a particular date. He would be a man who wouldn’t have regis. 
tered for then available jobs. So Congress made a decision then that 
despite the unemployment that had occurred while the bill was under 
consideration, it would not be made retroactive. You are faced with 
exactly that same problem here. The provision wasn’t retroactive 
except for a few days when it was originally passed by the Senate last 
year, but now it is about 80 percent retroactive. You would have a 
situation if you passed this bill as now drawn, where you would say 
to the Railroad Retirement Board, “We have a provision in here and 
this provision must be administered consistent to unemployment 
insurance principles, but we also tell you to pay persons for periods 
long passed when they did not register for work.” 

You have that specific registration provision in present law. You 
would say, nevertheless, “When a person claims that he was unem- 
ployed in the last part of last June and comes in and claims a benefit, 
you shall ask him to retroactively register for a last-June job.” That 
would be utterly meaningless. You are saying to your Railroad Re- 
tirement Board, “Send out questionnaires to people who want benefits 
for many months ago and let them try to establish whether they were 
available for work, whether they were looking for work, whether they 
were unemployed through no fault of their own.” I know that the 
Board personnel are very competent. They would do their very best, 
but you would be handing over to them administration of benefits 
with an absolute lack of the safeguards that unemployment compen- 
sation normally has. 

Mr. Hemrnuiiy. I have one more question, if I may, Mr. Chairman: 
What justification is there or has there been in giving people em- 
ployed by the railroad a longer benefit period than ordinary people 
who are also American citizens and also unemployed American 
citizens ¢ 

Mr. Catnoun. I will say this, Mr. Hemphill: I don’t think anyone 
has ever tried to carry the burden of saying that railroad people are 
a race apart and for some reason deserve such special treatment. If 
you will read the 1938 hearings on the original bill which required 
that the States give up railroad unemployment coverage and provided 
that it be cov ered by a national system, no one came in and said 
“State system benefits are not good enough for the railroad employees.” 
Sponsor s of the act argued :“We have a national railroad system and it 
is more appropriate administr atively for us to have a national rail- 
road unemployment insurance program.’ 

They didn’t say, “We ought to have bigger benefits.” They didn’t 
say, “We ought to have longer benefits.” If you will read the hear- 
ings you will find a very careful insistence by its sponsors that they 
were not asking any special favors for railroad employees. 

Mr. Hemrniut.. Thank you, sir. Thank you very much. 

The Cuamman. Mr. Younger. 

Mr. Youncer. I have only one question, Mr. Calhoun: 

What are the provisions either in law or regulation regarding the 
doctor’s certificate to qualify for sick benefits? 
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Mr. Catnoun. Mr. Younger, my understanding is that there is no 
specific rovision in the law, but that there is an administrative regu- 
Jation which requires that there will be medical certificates. We have 
two or three very competent administrators of the railroad unemploy- 
ment system here and 1f I may I would like to ask whether I correctly 
stated the situation. 

The CHARMAN. Just a minute, now. I think the question was 
asked of you, Mr. Calhoun. If you are not in position to answer it, 
then we will have someone else. 

Mr. Catnowun. I will be very glad to answer it, as we lawyers say, 
on information and belief. My information and belief iS that they 
have regulations requiring a doctor’s certificate, but that this is a mat- 
ter of regulation and not a matter of law. Chat. is subject to cor- 
rection by any other testimony, but that is my understanding. 

Mr. Youncer. Is there any objection to having one of the men 

ualify and give us what the situation is? 

The Cuarrman. Mr. Harper, of the Railroad Retirement Board, is 
that correct ? 

Mr. Harper. I didn’t hear the question, sir. JI am sorry. 

The Cuarrman. The question was if a doctor’s certificate is re- 
quired from a person in order to qualify for sickness benefits. 

Mr. Harper. Yes, they are required. 

The Cuareman. Mr Calhoun answered that it was required by regu- 
lation and not by law. 

Mr. Harrer. I am inclined to believe that it is by regulation. 

The CHarrmMan. Does that answer your question ? 

Mr. Youncer. Yes, but what time do they furnish the doctor’s 
certificate ? 

The Cuarrman. Mr. Harper, can you answer the question ? 

Mr. Harper. [ cannot answer that question. 

The Cuarrman. Mr. Healy, can you answer the question ? 

Mr. Tuomas M. Hearty (member, Railroad Retirement Board) : I 
think they have to have a certificate to get payments but I would like 
Mr. Koch, the administrative man, to verify that. 

The Cuarrman. Mr. Koch, can you answer the question ? 

Mr. Evcene E. Kocu (Assistant Director of Employment and Sick- 
ness Insurance, Bureau of Unemployment and Sickness Insurance, 
Railroad Retirement Board): My name is Eugene E. Koch. I ‘am 
Assistant Director of Unemployment and Sickness Insurance. 

A statement of sickness prepared by a doctor who is authorized to 
practice his profession in the State or Territory where the statement 
of sickness is prepared must be filed with the Board within 10 days. 

TheCrarmman. Within 10 days of what? 

Mr. Kocn. Within 10 days of the date of sickness, which is the 


first day of sickness which is counted toward the payment of benefits. 
Mr. Youncer. That is all. 


The Cuarrman. Thank you, sir. 

Mr. Brock ? 

Mr. Brock. No questions, Mr. Chairman. 

The Caarrman. Mr. Glenn? 

Mr.Gtenn. Noquestions. 

The Cxarrman. Mr. Calhoun, I would like to get a little further 
explanation of the provisions of law with reference to the base year. 
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First, what is the base year ? 

Mr. Catyoun. Under existing railroad retirement law, the bage 
year is the calendar year. It is the last calendar year separated by § 
months from a current benefit year. A benefit year begins on July 1, 
A base year ends on the preceding December 31. That is under the 
present railroad law. 

The Cuarrman, A base year is that period of employment on which 
the amount of the benefit he draws is determined, is that right? 

Mr. Catnoun. That is correct, sir. 

For example, for people retiring today, their last full calendar year 
ending more than 6 months before today was the calendar year 1957, 
Under present law, a person might have worked in January, Febru- 
ary, and March 1957 and their present rights for unemployment 
benefits would depend upon what they made back at that time. Both 
their eligibility and their benefit amount would be geared to that em- 
ployment back at that time, about 2 years ago. 

The CHarrMan. Let’s say a man is working now, February 1959, 
and he becomes unemployed. How long does he have to wait before 
he can file for unemployment insurance ¢ 

Mr. Catuoun. It depends entirely on his prior wage history. You 
can’t pay any attention to what he has made this year so far. You 
can’t pay any attention to what he made during the entire year 1958, 
You have to brush those aside. You look back to 1957 and see what 
he did in that year, and it determines whether or not he can get benefits 
now and, if so, how much benefit. He might have not been in railroad 
employment at all during that intervening period, or he might have 
been working every day. That has nothing to do with this current 
benefit right under present railroad law. 

The CHairman. It still doesn’t answer the question. How long 
does he have to wait before he files for unemployment insurance? 

Mr. CatHoun. If you will specify the period of employment you 
have in mind, I can answer that question. 

For example, if you say if he had qualifying work in 1958, the 
answer is July 1, 1959, is the first time he can draw on that employ- 
ment. 

The CuatrmMan. We are talking about unemployment as of today if 
he is laid off. 

Mr. Catnoun. Unemployment as of today. If he is laid off, you 
don’t pay any attention to what, if anything, he did by way of rail- 
road work except for the year 1957, the calendar year. That governs 
entirely whether he gets anything or, if he gets something, how much 
he gets. 

The Cuatrman. Do you mean a man who is laid off today and who 
was working continuously, say, over the last several years, then can 
file for unemployment insurance beginning July 1? 

Mr. Catuoun. He can apply today if he had enough employment 
in 1957. If he had enough employment in 1958 to qualify, but not 
in 1957, he will have to wait until next July. If he had, say, a couple 
of months in 1958 and the balance of his employment has been in 1959, 
unless he had $400 in covered work in 1958, he can’t qualify until 
June a year from now. That is the kind of system it is. That is why 
we are recommending that recent employment be considered rather 
than employment in 1957 to determine whether a person can get bene- 
fits right now. 
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The CuaiRMAN. Let’s see about the poor fellow who is going to be 
jaid off now. In the first place, he has to be employed for a certain 
number of months at some time. ry dost 

Mr. Catuoun. No, sir; he has to have earned $400 in 1957. That 
is the critical question and the only question that is asked right now 
todetermine whether he gets benefits. x 

The Cuarrman. All right. If he earned $400 or more in 1957 then 
he would be entitled to file for unemployment insurance right now? 

Mr. Catuoun. That is correct. 

The CHairMAN. And he could draw it? 

Mr. Catuoun. That is correct, up until next June, or until he has 
drawn-as much in unemployment. benefits as his entire pay in 1957. 

The CHatrMAN. Is the amount that he draws now based on what 
he earned in 1957 ¢ 

Mr. CaLnoun. It is based entirely on his pay in 1957; yes, sir. 

The CuHarrMAN. If a man was not working in 1957 but was work- 
ing in 1958 and is laid off now, he doesn’t get anything until July 1? 

Mr. Catuoun. That is correct. 

The CuarrMAN. What is the reason for the 6 months’ delay ? 

Mr. Catnoun. Administrative convenience, Mr. Chairman. 

The CuatrMAN. Is the administrative convenience more important 
than the man’s livelihood ? 

Mr. Catnoun. The position of the railroad association is that the 
administrative Convenience is not important at all, that when a per- 
son has had substantial employment and then becomes unemployed, 
that is the time to set his qualifying year and his benefit year and that 
is what we propose to do. That is what is called the individual base 
year and benefit year. It is used by State systems that cover some- 
thing like 95 or 96 percent of everybody covered under State systems. 

There are four or five systems, none covering very many, that huve 
a similar base year and benefit year to the railroads. No really im- 
portant coverage is under that type of system, because of the incredible 
answers to very reasonable questions which are provided by fixed base 
and benefit years. 

The Cuarrman. In nonseasonal employment where it is necessary 
to get some people for particular work, and they work, say, 3 months, 
or 4 months, and are laid off. Obviously, they have drawn more than 
$400 during that period of time. 

Mr. Catnoun. Yes; and they are later on eligible unless if you as- 
sume that January 1 didn’t intervene during their work, and they had 
drawn less than $400 from this work in any calendar year. You must 
start with a calendar year in which earnings are $400 or more; you 
count forward 6 months from the end of that calendar year, and start 
the benefit year when they can draw benefits. That is the railroad 
system. 

Incidentally, in New York and most of the States, the person that 
you described, who has devoted only a few weeks to employment un- 
der a particular system, cannot get benefits under that system. It is 
not supposed to pick up everybody that does a few weeks’ work. In 
New York, for example, unless you have worked 20 weeks in your 
base year, you don’t qualify for anything. That has been hammered 
out on the hard anvil of experience. You need to have substantial 
attachment to the labor market as a condition for a system’s paying 
371105922 
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benefits, unless you are preparing to break that system. Many people 
merely work odd times, short times, and for pin money. 

The Cuarrman. Would you say that this has a deterrent effect on 
the railroad industry in putting people to work ? 

Mr. Catnoun. That is a very difficult question to appraise, | 
couldn’t give you an honest answer to it. I think there are so man 
considerations in hiring that probably there is not a tremendous 
amount of attention paid to the question as to whether this particular 
person that a company is hiring today might or might not qualify 
for benefits. 

I would say that, viewed over the large, the railroad system assumes 
a big liability for a little employment. As railroad management 
wakes up to this fact, it might very well deter them from giving people 
short periods of employment, because it may cost the industry as many 
dollars in benefits as they pay the person in wages—actually as much 
as twice as much in extreme cases of unemployment and sickness, 
So I would say that this may well prove to be an overall deterrent for 
hiring a farmer for a few weeks. He may qualify for benefits after 
you do it. He may qualify for as much benefits for unemployment 
as the total wages you pay him, and then turn around and qualify for 
as much unemployment for sickness as the total wages you have paid, 
In other words, he can cost twice his wages to the industry under 
existing law. 

The CHarrMan. Would you explain how one man can draw double 
payment in the same year? 

Mr. Catnoun. Yes, sir. That happens because we have an arti- 
ficial year that starts June 30. 

I mean the benefit year starts June 30. If I have 2 base years 
back of me, 1957 and 1958, and get unemployed the 1st of January 
1959, I can start drawing benefits against my 1957 base year the 
first day of January 1959. I can draw continuously until June 30 
on my 1957 wage base. Now, beginning July 1, the next day, I have 
another benefit year, based on my 1958 wages. I can draw another 
6 months. That isa solid year of unemployment benefits under exist- 
ing law because my recent employment happened to be distributed 
over 2 base calendar years and because I happened to get unemployed 
the Ist of January. 

If I have these same 2 base years back of me and get unemployed 
the ist of June of this year, I can draw benefits 6 months until the 
ist of next January. My benefits are then exhausted and I must wait 
6 months until the following June before I get back on the benefit 
roll. I can get on then only if I have had $500 in earnings in 1959. 
That is existing law. 

The Cuatrman. In your example of work performed in 1958 the 
employee would have to wait until 1959 before he can draw from base 
year of 1958? 

Mr. Catnoun. That is correct, sir. 

The Cuatrman. You mean the maximum that you can draw on the 
base year in 6 months? 

Mr. Cannoun. On that particular base year, yes, sir; that is, if 
you are just unemployed. Of course if, in addition to unemployed, 
you are sick for part of it, you can also draw sickness benefits for 6 
months. Very few people are unemployed exactly 6 months and sick 
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exactly 6 months, but they can draw benefits the entire 12 months. 
Many people draw combined benefits for much longer than 6 months 
with this combination of 6 months maximum sickness and 6 months 
maximum unemployment benefits in a fiscal year. 

The CHaArrMAN. The present law provides that an unemployed 
worker can draw so many weeks benefits. ni 

Mr. Catnoun. Technically, it provides so many days, Mr. Chair- 
man, but it translates out into weeks. It translates out into 26 weeks. 
There are 130 daily unemployment and 130 daily sickness benefits. 
They are paid in 2-week periods and you can draw a maximum of 
10 daily benefits for a 2-week period. That is 5 benefit days a week. 
I am talking in terms of weeks because all the other systems pay in 

s. 
whe CuamrMan. Under the proposed legislation, what would be the 
difference / 

Mr. Catuoun. Let’s take the example of the 15-year man. 

The CuarrMan. Let’s first take the example of the 10-year man. 

Mr. Catnoun. All right, sir. The 10-year man is going to have a 
gap unless he gets unemployed at the right time in the calendar year, 
as | mentioned before. The 10-year man, as I remember, is going to 
get an addition of 13 weeks’ or 3 months’ benefits. He gets unem- 
ployed, say, June 30. He would draw probably until the Ist of 
Saseer under present law. Under the proposed amendment then 
he would draw 3 more months. Then he would have a dry period until 
thenext June 30. He would have 3 months when he wouldn’t have any 
benefits. If, however, he became unemployed in October he could 
draw benefits continuously until the ensuing July. 

The 15-year man, though, would draw continuously. He would 
draw from this July straight on around the calendar until next July 
with unemployment alone. That is why you can piece out regular 
benefits ont benefits under these proposals for 2 entire benefit years 
or even a few months longer. Because of work in 1957, 1958, and 
1959, a person may get unemployed in March and draw benefits until 
next June, then get 6 months’ benefits under existing law for his 1958 
work, and then he'can get 6 months under this extended benefit provi- 
sion, then several months’ benefits for his 1959 work, then 6 months 
under the extended benefits. So he just draws continuously around 
the calendar for probably 2 years and a possible maximum of about 2 
years and 3 or 4 months. 

Mr. Youncer. Mr, Chairman, a question on that point. 

I thought the evidence submitted in prior testimony was that the 
maximum length of term for unemployment benefit was 18 months, a 
year and a half. 

Mr. Catnoun. I am not certain of the testimony, sir, but this maxi- 
mum gets him around to his next benefit year, and he then has another 
extended period. I don’t claim to be infallible, but I am certain I am 
correct. 

Let’s take a person that is unemployed today. He becomes unem- 
oyed today. Under existing law, if he has a 1957 base year he can 

Taw until next June. If he has a 1958 base year he can draw until 
the following January. Under this unemployment. benefit extension 
he could draw until the next June. Then he starts in under his 1959 
base year and he draws perhaps as much as 6 months on it. Then he 
draws an additional 6 months. 
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Mr. Youneer. He has no employment in 1959. 

Mr. Catmoun. I am taking the situation where a person’s last em. 
loyment was today. That would give him 3 potential base years, the 
ase year 1959, the base year 1958, and the base year 1957. With 

those 3 base years, he would have 3 benefit years. 

The 1957 base year would give him an immediate one. Then the 
1958 base year would give him benefits from July 1 until next January. 
Then the extension would give him benefits until June 1960, and thep 
the 1959 base year, depending on how much he made so far, would 
carry him on up well toward the end of next year, and then he would 
have an additional 6 months on top of it. He gets not one 6 months’ 
extension, but two 6 months’ extensions. 

Mr. Youncer. Giving the same example as in my question before, 
aman who is within 2 years of retirement and quitting for some reason 
not being available for work, could draw unemployment benefits for 
2 years and then go on retirement ? 

Mr. Catnowun. I think that this is true under some circumstances, 

My understanding is that the Railroad Retirement Board has a 
regulation to the effect that a person who just voluntarily quits and 
is eligible for retirement is not supposed to draw unemployment in- 
surance in lieu of retirement. Now, if you have that particular per- 
son get sick for a while, then we have another story and he can get 
on the merry-go-round. 

Mr. Youncer. He wouldn’t start drawing his retirement until the 
2 years were up and he wouldn’t be eligible until then. 

Mr. CatHoun. You are quite right, sir. It extends a great deal 
longer the period when a person can draw higher benefits continuv- 
ously and wholly at the employer’s expense, rather than the retire- 
ment benefits financed at joint employer and employee expense that 
were established for people of retirement age. 

Mr. Youncer. I wonder if you could answer this question: I have 
a letter here and I think that same man wrote to all members of the 
committee. He is Harry H. Thompson of 2101 High Avenue in 
Topeka, Kans. He writes the following: 

I am well acquainted with all the bills proposed, and H.R. 1012 in particular, 
as we take the Congressional Record and read it from front to back cover. 
The main reason the majority of the employees are opposed to H.R. 1012, as 
it now reads, is because it still bases our annuity on a period that many were 
only working part time. We want the 5 highest years of earnings and the 
1931-36 period eliminated. 

If the bill H.R. 1012 were amended to accomplish that, have you 
any idea what the additional cost would be? 

Mr. Catnoun. No, sir; and I haven’t qualified myself by study, 
You will understand that the problem breaks down into this simple 
thing: 

There is a definite provision and formula for determining retire- 
ment. benefits. You have two factors, and one is your average as 
when working and the other the number of years that you work. 


That being true, for benefit purposes, the fact that people made low 
wages some good while ago means that they don’t get benefits as high 
as if based on wage levels their last few years’ work. It is, of course, 
possible to change the law so as to avoid using wage levels of un- 
favorable years. The Social Security Act was so changed. If you 





em- 
the 
Vith 


the 
ary, 
then 
ould 
ould 


ths’ 


fore, 
Son, 
- for 


Ces, 
AS a 
and 
- In- 
per- 

get 


the 


deal 
inu- 
tire- 
that 


nave 
the 
e in 


‘ular, 
over. 
2, as 
were 
1 the 


you 


udy, 
nple 


tire- 


vage 
ork 
low 
high 
urse, 
un- 
you 





RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 335 


similarly change the Railroad Retirement Act, you will be setting 
yourself up both uncertainties and fiscal headaches for tomorrow. 

The Railroad Retirement Act can be actuarially sound in a very 
different sense than, for example, the Social Security Act can, because 
you have a formula geared to definite prior years. The Social Secu- 
rity Act formula in its present stage; however, tends to high benefits. 
The same benefits are paid to a person retiring today who may have 
been covered 3 or 4 favorable years, that are paid to a person who 
was covered since the system began. You have a letter where a 
person is apparently requesting that you similarly change the basis 
of his current benefits. 

The CHairMaAN. What is the minimum benefit that an employee 
can draw under the present unemployment and sickness law? 

Mr. CatHoun. Are you speaking about under the railroad unem- 
ployment law, sir? 

The CHamRMAN. Yes. 

Mr. Caunoun. Under the present law, if you have $400 to $499.99 
in your base year, your daily rate is $3.50 and you can draw 5 days 
a week, so you would translate that. into a weekly benefit of $17.50. 

As I remember, there is only 1 or 2 percent, if that many, of the 
railroad benefits that are actually paid at that low a level. The alter- 
native formula is that you can get one-half of your gross daily pay 
rate. That one-half of gross daily pay rate for people under the 
class 1 railroad wage agreements produces a large minimum benefit. 
The last railroad pay raise increased the minimum hourly wage to 
$1.97 or $15.76 a day. That would produce nearly an $8 benefit 
under existing Jaw—or what you might term an effective minimum 
benefit for those working under those wage agreements. That doesn’t 
mean that there are not people that have lower wages than that under 
the railroad unemployment system, because, as you know, that system 
covers some considerable amount of employment that is not subject 
to these wage agreements, but I would say that for probably 80 per- 
cent of the people the effective present minimum wage is something 
like, let’s say, at $2'an hour, $16a day. The great mass of them are 
in the neighborhood of an $8 a day benefit, $40 a week. 

I believe I saw the last statistics of the average daily benefit and 
it was $8.15. That is the average. The minimum is a bit lower 
than that. 

The Cuatrrman. What is the maximum that one can draw? 

Mr. Catnoun. $8.50 a day. That is, speaking in weekly terms, 
$42.50. , 

The Cuarrman. For how long a period of time? 

Mr. CatHoun. Six months unemployment, 6 months sickness, and 
perhaps maternity, if you happen to be a qualified woman, exeept 
that it all has to be within the fiscal year benefit period. 

The CHairman. In other words, the maximum can extend to a 
full year ? 

Mr. Catnoun. Yes, sir. 

The Cuatrman. Including unemployment, sickness, and maternity 
benefits ? 

Mr. Catnoun. That is correct, sir. Asa matter of fact, when you 
have 2 base years in the offing it can at present, at least theoretically, 
extend 2 full years if you have your right combination of sickness 
andunemployment. You can fill in each year. 
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The Cuairman. Explain to me how it would be possible for q 
person to draw 2 full years. 

Mr. CatHoun. I will give you an example. These I don’t gq 
happen every day. I want to be clear on that. Iam talking about 
theoretical examples. A person with 1957, 1958, and this far jy 
1959 base years could become unemployed or sick today, and as ] 
previously mentioned he could draw until next June 30. That would 
wipe out his 1957 base year. 

The Cuamman. However, that would be 4 months during that year, 

Mr. Catnoun. That would be 4 months on his 1957 wage base, 
Then he would continue drawing July 1, 1959, and could draw for ap 
entire year on his 1958 base year. That would be because he could 
draw 6 months unemployment and 6 months sickness and maternity 
benefits. Then he has this tag end of employment this year as a base 
on which he can continue to draw benefits after June 30, 1960. He 
could, after that date, draw as much benefits of each type as he had 
drawn in wages subject to the $350 per month limitation this year, 
He could draw that much in unemployment and he could draw that 
much in sickness benefits. So for 2 months’ work in 1959 he could 
draw up to $700 of each type of benefit or a total of $1,400 after June 
1960, if he had $700 in wages credited so far in 1959. 

The Cuatrrman. To what extent would the amendments to H.R. 1019 
change that present situation ? 

Mr. CatHoun. They would emphasize the situation. I was having 
to give you a largely theoretical situation because it is unusual that a 
person would be sick exactly the right numbers of months and unem- 
ees the right number of months. But if you adopt this pending 

ill, then you are changing an occasional situation to a frequent situa- 
tion that could give very long-term benefits to a tremendous number, 
because you are telling them, “To get benefits continuously for a year, 
you don’t have to have a combination of sickness and unemployment 
or become unemployed or sick at the right time, you just have to have 
15 years of railroad service. If you do we can pay you through that 
solid year. We will pay you another solid year if you have a second 
base year. We will pay you still more if you have 3 base years at 
the time you become unemployed. 

The Cuatrman. Meaning that maximum amount under H.R. 1012 
would be for what period of time ? 

Mr. Cannoun. If it is $51 a week, your potentialities are something 
better than 2 years; $51 a week times 104 weeks would be $5,304, or 
something like that. That is for 2 years, and then you may have your 
tag-end period. I am not certain exactly how much the maximum 
would be. I would be glad to furnish for the record an exact compu- 
tation. 

The Cuainman. Does that mean that very likely a great many em- 
ployees with more than 15 years of service would benetit by this! 

Mr. CatHoun. Mr. Chairman, I would have to be in the realm of 
guessing. I think that the railroad retirement actuaries could do a 
much better guessing job than I could. There area very large number 
of 15-year employees. I do not think, however, that there is the 
great layoff problem among those more than 15-year employees that 
has been presented to the committee. 
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Our position on that whole thing is that you cannot draw out 
unemployment insurance for an indefinite period without making a 
dole out of it, and, besides, you can’t do it without possibly breaking 
the system. Of course, the railroad association is quite interested in 
keeping the system sound. However, I would say that the theoretical 

ibilities of drawing that length of time are tremendous. The 
ractical possibilities depend on how many people would get unem- 
ployed and would be content to sit and draw $51 a week tax free for 
a hundred or more weeks. I don’t know. It is a highly conjectural 
thing, but it is very disturbing. You probably can’t get any precise 
actuarial figures on what it might cost. 

The CuairMAn. Do you contend that under present law a man can 
quit his job of his own volition and receive unemployment and sickness 
insurance 

Mr. Catnoun. Oh, there is no question about that, sir. The spe- 
cific provision is that he can’t draw it. for 30 days. After that he 
is presumed to be available for work and paid. Unless someone 
makes him a job offer and the Board hears of it, he is considered as 
being perfectly qualified and can draw benefits. They may find a job 
opening and get him to apply. But of course that is like leading 
a horse to water. If a man doesn’t really want a job, you can send 
him to see an employer, but the employer can quickly find out if the 
man doesn’t really want a job. If not, the employer is not going to 
hire him. That. is the tough thing about job referrals. You can’t 
thereby disqualify expert malingerers. 

The CuarrMan. Let’s see just how this works. John Doe is work- 
ing for the railroad. He decides he doesn’t like his job or he doesn’t 
want to work any more and he quits. Then you say under the pro- 
visions of the present law, even though he quit himself, after a period 
of 30 days he can file and then start drawing his unemployment 
insurance. 

Mr. Catnoun. He certainly can, sir, or if he doesn’t want to wait 
that long he can kick the foreman in the shins and get himself fired 
anddraw the next week. That is existing law. 

The Cuarrman. I won’t go for this proposition that he can go out 
and kick the foreman in the shins and draw benefits. 

Mr. Cauuoun. I think if you will ask the General Counsel of the 
Railroad Retirement Board he will tell you they cannot disqualify 
that man. He will be entitled immediately to benefits. That is exist- 
ing law as I understand it. 

he Cuarrman. You are talking about the man who gets kicked in 
the shins? 

Mr. Catnoun. I am talking about the man who did the kicking. 
He would get the benefits. 

The:‘Cuarman. I just don’t go for this proposition that a man just 
naturally goes out and deliberately evades the law. I am talking 
about the man who draws it in the regular way and legally. 

Mr. CarHoun. Mr. Chairman, I am talking about the man that 
draws it legally. He has a legal right in the sense of a statutory 
right to get his benefits at his first registration period and that reg- 


— period can start the day after he kicked the foreman in the 
shins, , 
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The Cuarrman. [ am not talking about kicking the foreman in the 
shins. I tell you I don’t go for those kind of tactics. I am asking yoy 
a specific question. The man who quits voluntarily and is off for 39 
days. Then he starts drawing benefits. We are not talking aboy 
fighting the foreman to get something. 

Mr. Carnoun. The man who in general terminology is a volyp. 
tary quit, in other words, he is not a layoff, but a voluntary quit, js 
just tired, or perhaps is a woman who wants to go back to housekeep- 
ing or else it is a student that wants to go to college 

The CuHairMan. It is the person who quits his job. 

Mr. Catnoun. They just quit. After the lapse of 30 days if they 
meet the availability for work requirements they are supposed to get 
their benefits at that time; yes, sir. That is true. . 

The CrarrMan. In other words, if they offer to go back to work—— 

Mr. CatHoun. They don’t have to offer. They go down to the 
office and register for suitable work. That is the railroad retirement 
registration office. If they get an actual job offer, and it is suitable 
work, and the Board knows of the offer, of course they either take 
the job or they just don’t qualify for another 30 days. But they very 
frequently don’t get such job offers. They may get referred to an 
employer and if they want the job they may possibly get it. If they 
don’t want the job it is a very rare thing where the employer says, 
“Well, you don’t look enthusiastic, but I want you to work for me 
anyhow.” Anyhow, when 30 days are gone they have the same right 
as if they were laid off for lack of work. 

The Cuarrman. Is that extensive in practice? 

! Mr. Catuoun. That is the flat rule of the system, sir. That is the 
aw. 

The CuatrmMan. Under present law a strike occurs and then they are 
eligible for unemployment insurance. 

Mr. Catuoun. It depends, sir, on this: If it is what we generally 
refer to as a wildcat strike, in other words, if it violates a union con- 
stitution of the particular union they are not eligible for benefits, or 
if it is a wildcat strike in the sense that it is a strike in violation of 
Federal railroad laws with respect to strikes, then they don’t get bene- 
fits, but if it is what is generally referred to as a lawful strike, that is, 
the unions follow the procedures and have a strike, then benefits are 
paid out of the fund to these people that are actively on strike. 

The Cuarrman. In other words, if a dispute arises which makes it 
necessary for the President to establish an emergency board and the 
board makes its recommendations, in other words, after all the pro- 
cedures outlined in the Railway Labor Act have been followed and 
then the strike occurs, that is when the unemployment insurance bene- 
fits can be paid. 

Mr. CatHoun. That is the first day they became unemployed; yes, 
sir. Whether those benefits are paid or not does not depend on 
whether they follow the recommendations of the Mediation Board. 
They can strike despite those recommendations, or the railroads) can 
refuse to follow them. In other words, there is no apportionment for 
blame and I don’t think there ought to be apportionment for blame 
under any system. The answer, we think, is to follow the State law 
provisions. 

As you know, in these strikes, votes and so forth, are required under 
Taft-Hartley. You have the problem not just of the railroad unions, 
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‘ou have the problems of unions all over the country. But under the 
a Congress wrote for the District, unemployment does not pay 
benefits to strikers. You also have 50 States perfectly unanimous 
that a person who is out on a strike is engaging 1n the enterprise un- 
subsidized by Government benefits. There are two exceptions, not to 
the rule, but as to its duration. The duration of the strike is the 
eneral rule just as the duration of the strike is the general rule under 
the railroad law for wildcat strikes. I believe that it is two-States 
may pay benefits after the strike lasts for 8 weeks or 10 weeks or some 
time like that, but that is only 2 out of 50, and even those 2 will not pay 
benefits until it has turned out to be a long-drawn-out strike. That 
is the rule. 
tthe CuarrMANn. There has been much criticism by the industry of 
the provisions for sick benefits. What is wrong with the principle 
of sick benefits ? 

Mr. Catuoun. Mr. Chairman, the industry has not opposed sick- 
ness benefits. The industry is presently opposing the idea that they 
ought to pay all of the costs of sickness benefits. ‘The industry points 
to the financing in the four States which have sickness benefits. In 
every. one of those States:either all or a major part of the cost of the 
benefits are paid by the employees. The association is only asking 
that you adopt the principle of sharing costs equally, just as in the 
case of long-term disability benefits. Their costs are shared equally 
under the Railroad Retirement Act. We feel that these sickness ben- 
efits ought to be on the same basis. This is not a criticism of sickness 
benefits. There are also some proposals to reduce some abuses, but 
that is a different thing from opposing the benefits. It is merely the 
financing and conditions imposed that we are talking about. 

The Cuarrman. You are talking about a principle here that was 
settled in 1946. 

Mr. Catnoun. I would say, sir, that if that principle cannot. be 
unsettled, then we have several other principles involved today where 
this bill proposes to unsettle them and they likewise shouldn’t be un- 
settled. For example, scrapping the “waiting period.” It seems to 
me that it cuts both ways on that. 

The Cuamman. Of course, you know when it was adopted and 
that .was the policy of Congress; I wasn’t on that side at that time. 

Mr. Catnoun. Ll appreciate that, sir. 

The Cuamrman. However, now it is a part of the law. Are you, on 
behalf of the industry, asking that the policy be ditched ? 

Mr. Catnoun. We are asking, sir, that equitable treatment be ex- 
tended to Federal cash sickness benefits by way of cost sharing as is 
extended generally in the States and as is extended in the Retirement 
Act itself for disability. 

I might point out that the actual situation, when these railroad- 
financed benefits were adopted contrary to principle back shortly after 
the war, was that the railroads had been paying in a full 3-percent 
tax on $3,600 for years and piling up a tremendous amount of money 
above the needs of railroad unemployment. In the meantime, the 
State systems had been paying in only enough to build up a reasonable 
reserve and keep those State systems changing. 

I would say that the provisions of sickness and maternity benefits 
at that time was more in the nature of splitting a melon than estab- 
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lishing a principle. Congress found a large fund available becaygg 
they had not reduced tax rates down to the point necessary to support 
unemployment benefits and gave the employees sickness and maternity 
benefits. 

I don’t think that that was a question of principle. 

The Cuarrman. You have been, as is well known, very active in these 
social programs for a long period of time. 

Mr. Catuoun. Yes, sir. 

The CuatrmMan. I would say that perhaps there is no greater author. 
ity on the subject in the country than you are. That is out of the 
abundance of experience that you have had over many years. Yoy 
are familiar with the fact that the railroad retirement system and the 
unemployment insurance program have been more or less pioneering 
these social benefits and improvements. 

Would you say that is true or not? 

Mr. Catuoun. I would say this, sir: I am not certain just what js 
meant by the term “pioneer.” I will say that the railroad system was 
first established ahead of social security and was a much more favor- 
able system for people retiring than was the early social security sys- 
tem. 

In 1939 the early social security system scrapped its money-back 
provisions that it then had, and 1s still retained in railroad retire- 
ment unemployment, and in effect took that money that guaranteed 
people’s estates contributions they didn’t get back in retirement bene- 
fits, and used it to finance depedents’ benefits which were added that 
year. The railroads had no dependents’ benefits at that time. They 
ne have an election for joint and survivor annuity on an actuarial 

asis. 

Some years later, it was decided that the railroad system, too, would 
come out with similar wives, widows, and children’s benefits, and that 
was adopted. 

I would not say that the railroad system was a pioneer in that field, 
but, on the other hand, I am not certain as to the validity of some of 
the judgments that were exercised in connection with social security 
or railroad retirement in the framing of those provisions. I would 
say that as far as paying substantial benefits is concerned, railroad re- 
tirement was a pioneer. 

So far as extending protection to the worker’s dependents, old-age 
and survivors insurance was the pioneer in the field, though both sys- 
tems followed precedents set by some European systems. 

The Cuarrman. Is it a fact that the so-called improvements and ex- 
pansion of the Social Security Act and the supplemental programs 
which have been entered into by agreement between employees and 
employers were the result of the advanced activity of the railroad 
retirement system ? 

Mr. Catnoun. That is a rather difficult question as to supplemental 
programs. 

During: World War IT when wage. bargaining was practically out- 
lawed under price control, there came to be tremendous union pres- 
sure for fringe benefits and much fringe benefit pressure largely 
spread out in the direction of various and sundry kind of supplemen- 
tal pensions and so forth. 

As you know, the employer could get credit not only against the 
ordinary taxes, but against the excess-profits tax, and there was not a 
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normal employer resistance about that part of collective bargaining. 

The Internal Revenue Code was amended to insure that costs could 
be given: full tax credit. We had a situation during the war where 
there were several causes that resulted in the very considerable spread 
of private pension systems in industry. Most of those were made, as 

ou mentioned, as supplementary to old-age and survivors insurance. 

The Cuarrman. While we are exploring all of these things to which 
so much criticism has been directed. I think we might as well explore 
the maternity aspect. 

Are there any other insurance programs that you know of that 
specifically include maternity benefits ? Wi 

Mr. CatHoun. There is one publie system in the whole United 
States. That public system is in the State of Rhode Island. The 
State of Rhode Island pays maternity benefits. Those maternity 
benefits are paid for entirely by employee contributions 100 percent. 
They are, as I remember, for a maximum duration of 12 weeks; and I 
believe that the maximum rate there is $36 a week. I am not sure. 
That would be a maximum in amount of about $432 that would be paid, 
and that is paid wholly from employee contributions. I know of no 
other situation in government. 

I don’t believe that you pay maternity benefits to the Government’s 
own employees that go out and have babies. I haven’t kept up with 
civil service retirement and disability, but I don’t think you do. 

The CuHarrMan. How much can be paid under present law as far as 
maternity benefits are concerned ? 

Mr. Catnoun. The same total amount approximately as can be paid 
for sickness over a 180-day period is paid over a period of 115 days 
for maternity. The difference in payment is this: the maximum pay- 
ment rate for unemployment or ordinary sickness is 5 days a week, 
10 days for 2 weeks’ registration period. For sickness benefits, you 
pay every day in the registration period. In other words, you pay 14 
daily benefits, whereas for sickness or unemployment, you would pay 
10 in a 2-week period. 

In addition to that, as I remember, maternity benefits provide that 
you get, I believe it is a benefit and a half for 2 weeks at the beginning. 
A daily benefit and a half is your rate for the first 2 weeks that you 
goon your maternity. That is to encourage people to leave early for 
having babies. Then immediately after the child is born, you get 
another two weeks at the one and a half rate. 

However, I do know that as much as you can get for 6-month’s un- 
een surance is compressed in 115 days. 

e CHarrman. Under the regular sickness benefits, ecouldn’t a per- 
son who is pregnant qualify ? 

Mr. Catnoun. My understanding is that they define maternity and 
define sickness in such a way that the two are separately distinguished 
and a person that can qualify for maternity is going to do it. In the 
first place it doesn’t affect their sickness benefit rights, and in the 
second place they get a much higher rate for maternity than they do 
for’ sickness, 

The Cuarrman. Is that something that has existed all along, or did 
that develop by regulation through the Railroad Retirement Board ? 

Mr. Catnoun. I think that has been in the law since it was first en- 
acted. Of course, at the time it was firset enacted, the henefits were 
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nothing like as big as they are now, but that was the rule, as I re. 
member, when it was first enacted. 

The Cuatrman. Now, having explained these situations and stated 
the position of the industry, what do you propose to do about it? 

Let’s take as No. 1, the so-called base and benefit year provision? 

Mr. CatHoun. We propose for the base and benefit year that when 
a person becomes unemployed and claims benefits, he will then estab- 
lish his benefit year by filing a claim. He will also at the same time 
establish his base year. His base year will be the preceding 12-month 
period just before he files the claim. You look at that base year to 
see if he has enough qualifying work in there to get payments. If 
he has, then you immediately establish his benefit year. He starts 
getting paid benefits and then the formula relationship between his 
base year and benefit year would provide him benefits during his 
benefit year. 

That would differ in two ways, and very important ways, from 
existing law. 

One, there would not be the 6 months’ lag period that I referred 
to. 

And second, the passing of the calendar year wouldn’t break. up a 

rson’s fairly decent chunk of employment, and perhaps disqualify 

im. It wouldn’t break it up into two 4-month periods or one 2- 
month period and one 6-month period. 

You would look to the employment in the past year rather than 
the employment in some preceding calendar year to determine whether 
he was eligible and what his benefit would be. That is the proposal 
on the base year and the benefit year. 

The CuAtrman. Would it affect the length of time that he could 
draw unemployment benefits ? 

Mr. CauHoun. Only in this respect: It would put everybody in 
the present position of a person who becomes unemployed around 
the ist of July, which is the start of all benefit years. ‘Thus when 
he has drawn his 26 weeks, everyone will face what some now face— 
a considerable time before he is able to get back on the rolls. 

The CuatrrMan. However, he could draw his full 26 weeks? 

Mr. Catnoun. Yes; draw his full 26 weeks. We wouldn’t affect 
the number of benefits he could draw at all, but we would get. away 
from these situations I mentioned, where by accident of the calendar, 
if he became unemployed at the right time he might have up to 
a solid year of benefits subsequent to hia last employment. We would 
get away from that. We think it is important to get away from that. 

The Cuarrman. What do you propose to do about the provision 
with reference to voluntary separation from service ? 

Mr. CaLtHoun. We propose a very simple thing for a voluntary 
separation. When an individual separates from a job voluntarily, 
we say that he does so at his own risk until such time as he gets an- 
other job. Weoriginally had it, another railroad job. You will notice 
our proposed amendments have even watered that down, so it is uy 
kind of job, railroad.or-nonrailroad, but when he gets another jo 
nnd holds it for 4 weeks, then you forget all about the fact that he 
walked off the first job, so his qualification ends just as quick as he 
gets another job and holds it tor 4 weeks, or a succession of jobs 
and holds them for 4 weeks. 
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That same rule would be applied to a person who walked off the 
job, who just didn’t show up, who went back to keeping house, who 
was discharged for misconduct, or who refused suitable employment. 
The whole proposal is on the theory that unemployment insurance 
is not designed to cover these voluntary acts. The claimant -has«put 
himself in the position so he is going to have to insure himself until 
he gets back in the labor market and proves it by getting some kind 
of job and holding it for 4 weeks. 

That is our entire proposal. 

The CuarrMANn. What do you propose to do with reference to un- 
employment payments to strikers ? uA 

Mr. Catuoun. We propose, sir, that we delete this provision that 
would say that they can get payments if they are in what is called 
a lawful strike. We wouldn’t change the balance of the provision. 
We would leave it just as it is. It follows pretty much the pattern 
of State laws, except for that one exception; that is, the lawful strike 
exception, which of course is the big exception. There are very few 
wildcat strikes. 

The CuatrMAN. In other words, you would prohibit the payment of 
benefits to those who are on lawful strikes ? 

Mr. Catuoun. Yes, sir. We would make the same rule apply to 
a group of men that left work that we applied to just one man that 
went off by himself. We would say that they have elected to take the 
risk of the market and we are not insuring them against that voluntary 
choice. 

The Cuarrman. There is a difference between a man who says “I 
am just fired” and “I want to quit” and “I don’t want to work in 
another place,” and the man who is unemployed because there is a 
difference in opinion between employers and employees, is there not ? 

Mr. CaLHoun. Quite so, sir, and one of the striking differences is 
that the man that just walked off may be in the labor market shortly 
looking for another job, but a person that is out on a genuine strike is 
not looking for another job. He is not actually available for work. 
He is in sfiece pitching trying to better himself. Also we have the 
distinct situation that registration for work is purely a farce by people 
that are out on a strike. Availability for work is purely a farce. 
The whole concept of unemployment insurance, not just the idea that 
it is a pity for an employer to have to pay strike benefits to his em- 
ployee, and that is a good emotional argument and a very sound one 
for me individually, but the situation is that the person has gone out on 
a voluntary junket and you can’t expect the public system to finance it. 
The public does not want a system that would pay benefits to an 
employer because he is suffering a strike and I do not believe that 
it wants a system which will pay tax money under unemployment to 
a striker who is out on a strike. Unemployment should be neutral. 

Mr. Avery. Will the gentleman yield for a clarification ? 

Did I understand you this morning in your statement to say the 
railroad unemployment insurance fund is the only type of unemploy- 
ment insurance that supports a strike ? 

Mr. Catnoun. The only one in the United States. To be per- 
fectly clear, so I won’t be accused of shading the truth, there are of 
the 50 States, 2—I forget which 2—that after 7 or 8 weeks strike under 
some circumstances will pay benefits. But for all the rule is that when 
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you walk out on a strike you are walking out at your own risk, jus 
ike when you walk out on a job you are walking out on your own 
risk, 

The Cuamman. What would be the annual cost of the railroads if 
the amendments proposed by you and Mr. Loomis to the Railroad 
Unemployment Insurance Act were adopted ? 

Mr. Catuoun. I have talked at some length with the actuaries of 
the Railroad Retirement Board, who, incidentally, are very. excellent 
actuaries. We are in agreement on one thing, and you will find it ing 
report of somewhat similar proposals that we made in 1957, that you 
can’t with any certainty say just what the difference in cost would be. 

The Cuatrman. Would it require a change in the presentation tax 
rate or tax base ? 

Mr. CatHoun. We believe that if our proposal were adopted there 
would be a good fighting chance for keeping a solvent system within 
the purview of the present tax rates. We can only say that we believe 
that. We would not prove it. 

Mr. Ruopes. Mr. Chairman, could I ask a question. 

The Cuarrman. Mr. Rhodes. 

Mr. Ruopes. Mr. Calhoun, you have stated, I believe, that the maxi- 
mum unemployment benefit paid was $47.50 a week, is that correct? 

Mr. Catnoun. Railroad unemployment; yes, sir. 

Mr. Ruopes. My understanding was that it was $42.50 a week. 

Mr. Catuoun. I did make that mistake and I thank you for the 
correction. It is $8.50 a day times five; that is correct. It is $42.50, 

Mr. Ruopes. How many workers receive that maximum? What 
percentage ¢ 

Mr. Cannoun. Under the railroad system / 

Mr. Ruopes. In the railroad system, yes. 

Mr. Catuoun. As I remember, the average daily rate of unemploy- 
ment insurance is now something in the order of $8.10 a day. The 
maximum is $8.50, but due to the wage structure and the benefit 
formula and all, a very substantial portion of them get the $8.50. An- 
other substantial portion get $8. The average runs, I think a little 
over $8. 

Mr. Ruoves. What percentage of the workers receiving railroad 
unemployment benefits have run out of their benefits ? 

Mr. Catnoun. I don’t know just what the recent exhaustion rates 
are, sir. I know that there have been some exhaustions under various 
State systems and I imagine that the Railroad Retirement Board can 
supply you with reasonably current figures. I haven’t asked for those 
particular figures from them and the ones that I have are somewhat 
dated. 

Mr. Healy has just told me that the exhaustions for January were 
40,194. That is 16 percent of the entire load. 

Mr. Ruopes. I would like to ask if you think the maximum amount 
of $42.50 is adequate for workers’ families to meet present-day needs 
with high living costs. 

Mr. Catnoun. A very critical question is adequate for whom? I 
think that a primary question is what is the benefits relation to the 
prior wage. Now, 1 am not speaking at the moment as a represent: 
ative of the railroad association. This is something I never cleared 
with them. The most. important single caution that must be exercised 
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is to be certain that the benefit check is not too large a proportion of 
the paycheck. Personally, 1 would rather pay a $45 benefit, for 
example, to a person whose normal net paycheck is $90 a week—I 
don’t think that will disturb his imitiative—than pay $40 to an indi- 
vidual whose normal paycheck is $41, because I do think that there 
would be too little difference between working and getting benefits. 
So I would say that a primarily important thing is that you keep the 
relationship to paychecks and benefit checks. The next question is, 
and you have to make this decision in any unemployment system, 
what level of protection does social need require. Your whole system 
was designed not to make people financially whole, but to prevent 
the family from going in want. If that wasn’t the rule, then a lawyer 
that made $50,000 a year and became unemployd, who had take- 
home pay of $20,000 might expect a benefit of $10,000. So you must 
put a ceiling somewhere. I think, and this is purely a matter of 
personal judgment, that a $42.50 ceiling is adequate. But at the same 
time I think that whether the benefits have $40, $45, $47.50, or some 
other amount as a ceiling, it is primarily important that nobody 
should get any specified amount that doesn’t have a great deal higher 
net pay when working than the particular benefit they get when they 
are not. working. 

Mr. Ruopes. Do you think any consideration should be given to 
need in arriving at that conclusion / 

Mr. Catuoun. I think, sir, that our formula has this unique dis- 
tinction. A few States have adopted what they call dependents’ 
benefits. There is a kind of an American reaction against that. A 
person likes to have his benefit check related to his paycheck. This 
proposal of the Railroad Association relates it to the thing that he 
knows exactly, his recent paycheck, and I believe that that is most 
effective. 

As you know, collective bargaining surrounds the paycheck now. 
People actually live on the paycheck and the paycheck does give in 
effect.a recognition to dependents. For example, I gave one illustra- 
tion in my main statement where two people get the same gross 
wages. One had dependents and the other did not, but the difference 
in their net take-home pay was $2 or $3 a week. I think that ought 
to be recognized in the benefits paid each and that is what. our pro- 
posal would do. 

Incidentally, the UAW-CIO bargaining agreements that are re- 
ferred to from time to time for supplemental unemployment after 
the first 4 weeks pay 60 percent of net take-home pay after taxes, 
except they incluce any local withholding taxes as well as the social 
security taxe: and the income taxes. That. was collective bargaining 
as being a fair basis of determining what the benefit amount should 





Mr. Ruopes. Do you not think there is quite a lot of distress with 
jobless benefits expiring for so many ? 

Mr. Catnoun. No question about it, sir, and since the beginning of 
unemployment insurance you have been faced with the problem as to 
just what that system’s role is. There was a fairly genuine agree- 
ment at one time. Now, we are going back before this recent pros- 
perity. There was a general agreement a good many years ago, and 
that was at a time when going was tough, that if we went back into 
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another real depression, we wouldn’t try to do like England did ang 
make the Unemployment Compensation Act as a substitute for other 
types of programs. England extended it and extended it on the ideg 
that people would otherwise be destitute, and it became known as the 
dole. It was so far unrelated. to.a person’s prior employment that it 
lacked dignity that unemployment insurance has today and should 
continue to have. I think that whether it is public works or any other 
alternative, we ought to have some method other than unemployment 
insurance when it comes to taking care of long-duration unemploy- 
ment. , 

Mr. Ruopes. As an authority on social legislation, what responsi- 
bility do you think the railroads have in regard to the plight of 
retired people, and particularly the families of unemployed railroad 
workers? 

Mr. CatHoun. When we come to assessing responsibility on indus- 
try it is a matter of judgment. We had developed a philosophy that 
there was not any responsibility until the depression. In the depres- 
sion we developed the idea that unemployment insurance might tend 
to inspire employers to regularize employment and that it would be 
compatible with the dignity of employees if possible to get a tempo- 
rary period of unemployment insurance. That is when we started 
that. Also in 1934 we started the general social security idea that 
individuals and their employers ought to put aside a little money 
regularly through a regular Government program so as to relieve the 
general public of their own destitution problem when they got old, so 
that was the public interest to establish a program. That kind of 
thinking resulted in social security. I don’t think that employers 
were actually regarded as being responsible as “big brothers.” But 
the idea of financing by payroll taxes made them the natural taxpayers 
and tax withholders in financing benefits. Unemployment is of course 
much closer related to employment than is retirement, and the system 
was developed. It requiring the employer to pay the whole tax. 

Mr. Ruopes. Mr. Calhoun, you gave a rather lengthy statement here 
this morning. During that entire statement no suggestion was made 
to alleviate the distress of the families of jobless railroad workers. 
You will admit that even if increased benefits are received as proposed 
in this bill, it would still be inadequate to meet the needs of these 
families. 

Mr. Catnoun. I would say this, Mr. Rhodes: If you paid benefits 
that every recipient called adequate, and the railroads had to finance 
them, they would be out of business in a little while. The whole 
economic system would be affected. None of us believe that we get 
enough pay for the work we do and certainly we cannot keep every- 
body in comfort on a payroll financed benefit basis. We have to as- 
sume that people can make reliving arrangements; that they can live 
at a reasonable level; that they save a bit and help each other. We 
have to balance up many things. We have to balance up the interest 
of younger workers who are trying to raise a family, against the 
benefits paid older workers who have to retire. We have to balance 
up whether the railroads will spend themselves to the point on a 
social program that they can’t fulfill their mission of carrying things 
and giving jobs. We don’t have simple choices. 
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Mr. Ruopes. Let me ask if zon were a Representative, what would 
ou tell the wife of an unemployed railroad emplo ee who seeks help 
benefits are too low or have expired! What would your 
answer be to justify the meager annuities to railroad pensioners and 

i q 
Ay I would tell them two thi sir: I would say, in 
the first place, I am awfully sorry for you. I can see you are hard 
up. In the second ree you are quite lucky to be under the railroad 
retirement rather than under the State and social security system, 
because you are getting substantially more. 

Mr. Ruopes. you think that would be of any comfort to them ? 

Mr. CatHoun. No, sir; but you are asking me what I would tell 
them if I was a Representative and they asked me, and I would tell 
them that—that I sympathized with them, that I could see how they 
needed more, but that we had to cut the cloth to fit the pattern and 
that they were lucky they got as much as they did. 

Mr. — How could they feel lucky? They are most un- 
fortunate. It’s difficult for people to understand why they should be 
in distress with the Nation’s great surplus of food and other products. 
They don’t feel so good when they compare their own meager pensions 
with those of railroad executives or Members of Congress. Of course, 
railroad management should not be blamed. It is part of a problem 
confronting our whole economy. But management has an obligation 
to also look at. the human side of this problem. It would help in find- 
ing ways and means to alleviate distress and in developing a more fair 
and just program. 

Mr. Catnoun. I think that is a very good argument and I think 
it is the same argument for congressional level wages for anybody that 
does a day’s ae I just don’t think that our economic system oper- 
ates on that basis of rewards. 

The Cuamman. Mr. Calhoun, you have demonstrated again your 
knowledge of these programs aaa you certainly have answered the 
questions very frankly and forthrightly. On behalf of the commit- 
tee I want to thank you for your appearance. 

Mr. Catnoun. Thank you, Mr. Chairman. 

The Cuamman. Mr. Leighty. 

Mr. Letcuty. Mr. Schoene will present the balance of the state- 
ment. 

The Cuarrman. I might say for the information of those present 
that Mr. Calhoun’s testimony concludes the testimony of the railroad 
Rensey cn this legislation. In view of the fact that some new pro- 
posals have been made since the original presentation of the propo- 
nents of the legislation, I agreed to give some time to Mr. Schoene to 

d to these new pro ls. | 
might also say for the benefit of the members who are present, 


Lam advised that Mr. Schoene has to leave here at 4:30 in order to 
catch a plane. 


FURTHER STATEMENT OF LESTER P. SCHOENE, REPRESENTING 
RAILROAD LABOR EXECUTIVES’ ASSOCIATION—Resumed 


_ Mr. ScHoenr. The committee has been generous to me in the time 

it has given and I will endeavor to be very brief after the long hours 

you have devoted to this subject and will content myself very largely 
37110 0—59 23 
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to ae that certain material that I have presented be included 
in the record. 

We have had prepared and I have filed with the committee thre 
documents. The first of these documents is entitled “Statement of 
Financial Condition of the Railroad Industry, presented in behalf 
of the Railway Labor Executives’ Association.” — 

That document sets forth in narrative form, and supports by sta. 
tistical tables appended to it, three general propositions : 

First, that the railroads have substantially recovered from the 
1957-58 recession ; 

Second, that the basic financial condition of the railroads is sound: 
and 

Third, that the railway employees have made major contributions 
to the efficiency and economic strength of the railroad industry. 

I will not elaborate on those propositions, but I do wish to comment 
to this extent: that in Mr. Loomis’ testimony he indicated that the 
figures which I had presented, with respect to what I called repre. 
sentative railroads in the various regions which I presented on Febro- 
ary 5 when I appeared here, were not representative of the industry 
as a whole because the percentage showings of those railroads do not 
jibe with the railroad industry asa whole. 

Of course, they were not presented for that purpose. They were 
presented as being representative of their respective regions, and they 
are representative of their respective regions and it does not neces- 


sarily follow that they would in the aggregate add up to the precise | 


situation of the overall industry. 

I want to remind you, though, that I did present prior to that indi- 
vidual railroad presentation industrywide figures, and the figures 
contained in this statement are industry wide figures. 

The second statement that I have had distributed is a more volv- 
minous treatment of the situation of various individual railroads, and 


— 


that again is divided by regions and I think it shows in each instance | 


that the railroads have substantially recovered from the recession of 
1957-58. 


Of course, speaking of representative railroads, we had presented | 


on behalf of the railroad industry, the management, the testimony 
of two railroad presidents, and I doubt that it could be said that those 


t 


particular railroads are representative of the industry as an entirety 


either, and certainly if one were so to regard them, it might raise 
some problem as to which of the two railroads is representative of the 
industry. 

In the statements which I have shown you, we have the experience of 
both of those railroads shown. The Western Pacific, which is shown 
in the Central Western States group, during the first 8 months of 1958 
ran 15.9 percent behind the corresponding months of 1956, but during 
the last 4 months of the year it bettered its 1956 record by 51.2 percent 
in terms of net railway-operating income. 

Delaware, Lackawanna & Western did not have anywhere near as 
favorable an experience in dollar terms. However, it did convert from 
a deficit of $1,500,000 in the first 8 months to a profit of $30,948 in 
the last 4 months; so that, while its annual experience was not as 
favorable as the Western Pacific, it relatively showed a remarkable 
increase or a remarkable recovery during the last 4 months of the year. 
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There was some comment this morning, while Mr. Whitman was 
testifying—I believe it was in response to questions that Mr. Rhodes 
asked—as to whether his railroad operates under more favorable cir- 
cumstances than railroads generally, and it was developed that their 
experience had been more favorable, that is, the conditions under which 
they operated were more favorable, than for some of the roads in other 

ons. 

en it appeared, however, that notwithstanding that fact, the 
reduction in employment on the Western Pacific was greater than the 
national average. I think that is a very important point to bear in 
mind, because I think the management witnesses have deliberately 
sought to create the impression that the impact of additional costs 
through this proposed revision of the law would only result in a further 
curtailment of employment. 

I think what was brought out this morning is an indication that 
that relationship does not exist. It has been my observation over a 

t many years, and it is confirmed by people with longer experience 

in the industry than my own, that railroads do not employ any people 
that they can get along without, and while temporarily fluctuations 
in business do cause layoffs over any extended period, railroads are 
constantly seeking to reduce employment to the minimum. 
_ Another example which I happened to be able to get the figures on 
is a very prosperous road, the St. Louis & Southwestern Railway Co., 
which only recently has declared a dividend of $120 a share. It had in 
the middle of January 1959, 4,353 employees as against 4,869 a year 
before. In other words, during a very prosperous period, they never- 
theless reduced their number of employees by 7 percent, starting with 
a very reduced number in January of 1958. 

I have a few comments that I would like to make with respect to 
the testimony which Mr. Loomis and Mr. Calhoun gave. 

Mr. Loomis attempted to estimate for you the annual increased cost 
of the bill that is before you, H.R. 1012. I have endeavored to repro- 
duce Mr. Loomis’ calculations as to what that increased cost is and I 
am unable to do it. I am definitely of the opinion that his figures 
overstate the cost, but he has not enlightened us as to how he computed 
that and I have not been able to arrive at the same figure that he did. 

A possible explanation is that he may have assumed that the in- 
crease in the taxable base from $350 to $400 would be applicable to 
all employees. Of course, if that is the assumption, it is not a valid 
assumption, because not every employee is going to earn any $400 
each month. There will be periods of short service and periods of 
low earnings, so that a substantial number will not make $400 a month 
and be subject to that ceiling. 

Mr. Loomis again in his testimony has sought to create the im- 
pression of a shrinking railroad industry. He makes the statement 
that for every year since 1943, the peak year for the railroads since 
1929, the proportion of intercity ton-miles handled by the railroads 
has shown a decline under the preceding year. Of course, the im- 
portant work in that sentence is “proportion.” 

It is true, of course, that as other modes of transportation have 
developed, they have taken some share of the intercity transportation 
and necessarily that leaves less of the total share for the railroads 
However, that does not mean that the railroads are not expanding 
their traffic. The exact opposite is true. 
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Mr. Loomis uses the year 1929 as the really great year, which of 
course was at a time when the railroads had relatively little competi. 
tion in the transportation field. 

In the year 1929, as shown by exhibit No. 1 attached to the first 
statement that I submitted, the revenue traffic units, which is a com. 
bination of revenue ton-miles and passenger-miles, were 509,469,831. 
000. In the depression years that of course substantially declin 
but if you turn to page 2 of that same exhibit you will find that in 
every year since 1941, that number of traffic units has been exceeded, 
and in some years substantially exceeded, including the so-called re. 
cession years of 1957 and 1958. 

Mr. Loomis also in his statement, toward the latter part of the 
statement, attempted to show the relationship between the trend of 
railroad retirement benefits and the cost of living. For that purpose 
he goes back to 1937 in order to demonstate that the improvements in 
benefits have approached the changes in the cost of living. Of course, 
that presupposes when you make such a comparison that retired 
yoapye are in no way entitled to any participation in improvements 
in the standard of living. 

The year 1937 has been a long time ago. We have seen quite a 
few changes in the way people customarily live in that time and if we 
did no more than keep pace with changes in the cost of living over that 
stretch of time, we would be excluding our elderly people entirely 
from any participation in the improvement of the standard of living. 

However, the major policy in which Mr. Loomis indulges in that 
portion of his testimony is to include such things as the addition of 
survivor benefits and the spouses’ benefits, the total value of benefits 
as a comparison with the changes in the cost of living. 

Now, obviously that is a fallacious comparison because the retired 
employee cannot keep up with the cost of living on the basis of what 
his dependents are going to get after he dies. Those benefits are not 
contemporaneously payable with the exception of the spouse’s bene- 
fit, which is contemporaneous with the employee’s where eligibility 
is established. 

The railroads have come in and, made certain proposals of their 
own which were then introduced in the Senate as Senate bill 987. 

With respect to railroad retirement benefits, that bill would p 
a 5 percent increase as to most of the benefits, not all of them. Tax- 
wise it would, however, provide only an increase to six and three 
quarters percent and it does not purport thereby to eliminate the 
actuarial deficiency in the railroad retirement account existing prior 
to 1956. All it purports to do is to defray the cost of the emergency 
increase in benefits that was made in 1956 and partially to defray the 
cost of the benefits contained in the bill. 

The Railroad Retirement Board has made a report to the Senate 
committee on that bill and it reports that it would leave an actuarial 
deficiency in the railroad retirement account of 3.23 percent. In other 
words, if that proposal were adopted, so far as railroad retirement 
is concerned, it would leave us with the same old problem of having 
too great an actuarial deficiency in the account. 

Now, with respect to unemployment insurance, the proposals do not 
differ very greatly from those which Mr. Calhoun expounded before 
this committee and before the Senate committee in 1957. The same 
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tactic was then employed that if we dared to ask for any liberalism 
of benefits, if we asked to solve some of these problems that are 
plaguing us, then we are met with a counterattack to slim benefits 
rather than to make them more adequate. _ 

After the hearings were held’ before this committee in March of 
1957, and substantially these same proposals were submitted, I pre- 
sented the committee with a memorandum in which I discussed in 
some detail all the various features that Mr. Calhoun has been dis- 
cussing, and rather than to repeat that discussion, which I wouldn’t 
have the time to do this afternoon and the committee wouldn’t have 
the time to listen to, I would like to refer to that memorandum. It 
appears on p 461 and following and is followed by a memorandum 
submitted by Mr. Oliver, dealing with the same subject matter. 

Mr. Chairman, I have just been referring to a memorandum that 
I submitted to this committee in 1957, dealing with the same pro- 

Is Mr. Calhoun has been discussing, ay wonder whether it 
would be in order to have it reproduced from that record into the 
present record for the convenience of the committee. That will con- 
siderably facilitate the making of the record and save us all some 
time. 

The Cuarrman. Very well, let it be included. 

Mr. Scuoene. The third document which I have filed with the com- 
mittee, and which has been distributed to you, is a single sheet which 
bears the Railway Executives’ Asssociation letterhead, and is entitled 
“Savings railroads have made since 1948 reduction of the original 
8-percent tax rate for the railroad unemployment insurance system top 
$1.1. billion.” 

This statement summarizes by years the amounts which the rail- 
roads have contributed in railroad unemployment insurance taxes and 
shows that over the years, beginning in 1948 when they were only 
paying one-half of 1 percent as against the 3 percent that they origi- 
nally paid, the railroads have saved, as against the 3-percent taxes, 
a total of $1,121,575,000. 

One other memorandum which I would like to have copied in the 
record, because I do not have enough angie to use it as an exhibit— 
it is quite short, a matter of 414 pages. It consists of a memorandum 
from the Director of Research of the Railroad Retirement Board to 
Mr. Harper, the labor member of that Board, giving certain informa- 
tion concerning the unemployment insurance system. It contains a 
number of tables and it indicates that over the period of 10 years, the 
railroad contributions to the railroad unemployment insurance account 
have actually been less than the average contributions which the other 
industries have been making under the State laws. 

It also has a table showing benefits paid as a percent of payroll 
broken down by unemployment as against sickness and maternity. 

There has been considerable interest expressed here as to benefits 
paid to people who have been discharged or suspended or who volun- 
tarily quit or who were on strike. This tabulates for a 10-year period 
the proportion of unemployment benefits paid by reason of unemploy- 
ment originating from those causes, and I will say that it shows, for 
instance, with respect to employees on strike, that only nine-tenths of 
1 percent of the benefits were paid under those conditions. 
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May I hand this to the reporter to have it copied in the record, Mr. 
Chairman ? 

The Cuarrman. It may be included in the record. 

(The document referred to is as follows :) 
FEBRUARY 2, 1959, 
To: Board Member Harper. 
From: Director of Research. 
Subject: Contribution rates under State laws and the Railroad Unemployment 
Insurance Act. 

This memorandum replies to several questions you have asked about the com. 
parative costs of State unemployment insurance laws and the Railroad Unemploy. 
ment Insurance Act, and other matters. 

Average contribution rate——Contribution rates by year for the Railroad Up. 
employment Insurance Act and the average rate for employers under State laws, 
including the Federal tax of 0.3 percent, are as follows: 
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States 
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Year | Rua | | Year | rum | States 
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1946. 3.0 | 1.7 || 1986.........---- 15 | 16 
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The average of these rates for the RUIA for the 20 years is 1.85, and for the 
States 2 percent. A weighted average would be lower in both cases because 
payrolls in the latter half of the period when rates were relatively low, were 
much higher than in the earlier years. For the RUIA the weighted average is 
1.7; it has not been computed for the State laws. For the 11-year period 1948 
58 the unweighted RUIA average is 0.9 percent compared with 1.6 percent for 
the State laws. 

The RUIA contributions are, of course, collected on higher payrolls than 
would be taxable under State laws. Except for five States, the taxable pay- 
rolls still include only wages up to $3,000 a year. Exceptions are Delaware, 
Nevada, Oregon, and Rhode Island with $3,600 limits and Alaska where wages 
up to $4,200 are taxed. 

Current and future rates.—In 1958, the contribution rate for the RUIA was 
2.5 percent compared with 1.7 percent for the State laws (including the Federal 
tax). However, in two States—Alaska and Rhode Island—all employers paid 
at a total rate of 3 percent and in certain other States, some employers paid 
even higher rates under experience rating provisions. 

The RUIA rate in 1959 is 3 percent, but according to ,recent information the 
State rates are also higher than in 1958. Contribution rates are reported to be 
higher in at least 20 States (U.S. News & World Report, Jan. 30, 1959, pp. 
96). Maryland, Pennsylvania, Oregon, and Washington have been added to 
the States in which all employers pay 3 percent, and in Michigan the average 
rate will apparently be over 3 percent. 

Average cost of benefits—Contribution rates for the past 11 years do not 
show actual costs of the RUIA and State systems. At the beginning of this 
period, shortly after sickness benefits were added to the RUIA, over $900 million 
had been accumulated in the railroad unemployment insurance account, and this 
balance was used to pay most of the benefits since then. Actual benefit costs for 
the 10-year period ended June 30, 1958, were 2.5 percent of payroll under the 
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RUIA. Of this, 1.7 percent was for unemployment benefits and 0.8 percent for 
sickness. Figures by year are as follows: 





Benefits as percent of payroll Benefits as percent of payroll 
Fiscal Fiscal year 
tag Unem- Sickness Unem- 
Total ploy (inclu: Total |- ploy- (including 
ment maternity ment maternity) 
| ———| $$ _—| | __ 

1948-40 1.6 1.0 0.6 || 1058-54........... 3.0 2.0 9 
1940-50... ce 3.2 2.5 .7 || 1054-55... 4.2 3.1 1.1 
1950-81...-------- 1.0 5 5 || 1956-86........... 2.1 1.1 1.0 
1951-82... 1.0 4 5 || 1956-57. 2.7 1.7 1.0 
a 1.9 1.1 9 || 1957-58... 4.9 3.7 1.2 





Nore.—Detail may not add to totals shown because of rounding. 


Under State laws, benefits for unemployment in the 10 years ended December 
$1, 1958, ranged from less than 1 percent of payroll in 1951 and 1953 to over 3 
percent in 1958. The average for the period was apparently about 1.7 percent 
of payroll, or very nearly the same as for the RUIA. 

Benefits for certain conditions.—In the 11 fiscal years ended June 30, 1958, 
benefit payments totaled $1.3 billion. Of this total, $402 million was paid for 
sickness and $31 million for maternity, or 31.3 percent and 2.4 percent, respec- 
tively. A table by fiscal year is attached. 

Benefits for unemployment in the 10 years ended June 30, 1958, totaled $818 
million. Payments for selected reasons in these years, totaling $106 million, 
were as follows : 





| Percent of total 





Reason | Amount benefits paid 

for unemploy- 

ment in period 

Thousands of 
dollars 

th tpadeden sondgbisea gs s0<<sorctngesaianseeenumeinations $106, 122 13.0 
ta cteted bbb Gnd owed eanwaseesacsiscassdacsldboaemees 34, 355 4.2 
Sates Ser 48,734 6:0 
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Strike (covered ar: 

ES CUNPNIU OUR « tind 2 es Sokeps eas ceewec abe ene~ dbecsesew ? = . 





These figures are based on information furnished by the beneficiary at the 
time he claimed benefits, and on reports received by the bureau of unemploy- 
ment and sickness insurance. Under State laws, benefits generally are not paid 
when unemployment is the direct result of a strike. For the other reasons shown 
there is considerable variation in treatment among the States. All have dis- 
qualification provisions for discharge for cause and voluntary quit without good 
cause, but some States apply much heavier penalties than others. The attitude 
of the Federal Government is shown by the attached statement of the Secretary 
of Labor, which was published in August 1955. 
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Benefit payments under RUIA, by fiscal year and type, 1947-48 through 1957-58 
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Mr. Scnoene. I think that concludes my comments, Mr. Chairman, 
unless the members have additional questions. 

The CuarrMan. In the first place, the memorandums and informa- 
tion referred to in the three papers that you have presented here will 
be included in the record, as requested. 

Mr. Scuoene. Thank you. 

(The memorandums and information follow :) 


SUPPLEMENTAL STATEMENT ON H.R. 4353 ANp H.R. 4354 sy LESTER P. ScHoenz 
ON BEHALF OF RAILWAY LABOR EXECUTIVES’ ASSOCIATION AND BROTHERHOOD OF 
LOCOMOTIVE ENGINEERS 


In my original testimony I fully discussed the bills H.R. 4353 and H.R. 4354 
and it is not by purpose to elaborate upon that testimony. However, the Asso 
ciation of American Railroads has seized upon the pendency of the proposals 
contained in these bills to put forth proposed devastating amendments to the 
Railroad Unemployment Insurance Act. These proposals were not before the 
committee at the time I testified but were covered by the subsequent testimony 
of witnesses on behalf of the Association of American Railroads and have been 
embodied in H.R. 6016 and H.R. 6040. This memorandum will be directed 
primarily to those proposals. The financial and economic testimony submitted 
by the Association of American Railroads will be commented upon in a supple 
mental statement by Mr.’ E. L. Oliver. 

A general preliminary observation is pertinent. It is elementary that the 
proponents of a measure have the burden of proof of establishing the desirability 
of its enactment. That burden with respect to a proposed radical overhauling 
of the Railroad Unemployment Insurance Act cannot be met except by a demon- 
stration from experience that the actual operation of the system has been 80 
unsatisfactory that radical revision is required. The basic essentials of this 
system have been in existence for nearly 20 years and amendments have been 
made from time to time in respons to demonstrated needs. Ample experience 
is available upon which to base proposed changes. Theoretical and conjectural 
objections do not suffice. Examination of the hearings before a subcommittee of 
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this committee on H. R. 10127, 75th Congress, 3d session, on May 26, 27, 31, 
June 1, 2, and 3, 1938, reveals that railroad witnesses at that time posed vir- 
tually identical objections to the bill that became the original Railroad Unem- 
ployment Insurance Act. In the absence of experience only theory and con- 
! ‘ture was possible. But a renewal of these objections as a basis for drastic 
revision at this time should certainly be based upon a demonstration that the 

stem is defective in actual operation. No such demonstration has been made. 
abstract argument and theory are again the sole support of the railroad proposals. 

The railroads propose that an individual benefit year and an individual base 
year for each employee be substituted for the present calendar base year and 
jiscal benefit year and that each individual’s base year terminate and his benefit 
ear begin when he becomes unemployed. The alleged advantage of this change 
is to eliminate the 6-months’ lag between the end of the base year and the be- 
ginning of the benefit year. It is said that this lag may result in an individual 
who becomes unemployed during this lag period being ineligible for immediate 
penefits and on the other hand drawing benefits up to 18 months after the end 
of the base year. No demonstration is made that in actual operation this con: 
dition results in substantial hardships or inequities. : 

The railroad unemployment insurance system is closely integrated with the 
railroad retirement system for administrative purposes. From the wage and 
service reports that the Board is required to maintain under the Railroad Re- 
tirement Act the Board can promptly ascertain from its own records virtually 
all the information required to adjudicate unemployment insurance claims. 
Before the benefit year begins the Board receives all the base year information, 
processes it, and has in the hands of each individual employee as well as readily 
available upon its own records the information from which eligibility for and 
the amount of benefits can be determined. Experience has shown that by this 
system the Board is able to pay the benefits for the first period of unemployment 
within a few days after the end of the first registration period. This is very 
important. When people become unemployed their need for benefit payments 
is immediate and any substantial delay in adjudication would to a substantial 
degree vitiate the purposes of the system. 

Under the railroads’ proposal the Board would have on its own records not 
one item of the necessary information at the time unemployment occurs. Even 
the base year and the benefit year of the individual employees are not ascertain- 
able until unemployment occurs. The Board would then further have to ascer- 
tain in each individual case what was the last daily basic rate paid within the 
base year minus withholding taxes and railroad retirement taxes, whether 87 
times the daily basic rate was earned within the base year, whether such earn- 
ings were earned in less than 6 months in the base year, whether those 6 months 
included 2 months in the last half of the base year, whether the employee quit 
his employment without good cause, whether the employee was discharged 
for good cause and whether the employee is or upon application would be en- 
titled to either a disability annuity or an age annuity- under either the Railroad 
Retirement Act or the Social Security Act. One can only guess at the length 
of time that would be required to obtain all this information in each individual 
ease, but it is obvious that unconscionable delays in making initial payments 
would result and that administrative expense would be enormously increased. 
The reason for the present 6-month lag between the end of the base year and the 
beginning of the benefit year is purely a matter of administrative requirements. 
Inherently there is no other reason why a fixed benefit year could not begin 
immediately upon the conclusion of a fixed base year. We have inquired from 
time to time as to the feasibility of reducing this time interval and beginning 
the benefit year, say, on February 1 or March 1. We are informed, however, 
that this period is required for the Board to receive and process the necessary 
base year data and that it is not feasible to make any substantial reduction 
in the interval. 

The railroads also propose to make drastic restrictions in the conditions for 
qualifications, as they did in 1988. Originally the base year earnings necessary 
to qualify were only $150. The amount of qualifying earnings required has 
been increased from time to time as wage rates and thus earnings opportunities 
have increased. We now propose to increase it to $500 which is more than 3 
times the original qualification requirement. 

The railroads, however, propose to set up a series of hurdles designed to 
exclude employees from qualifying. Not only would the amount of requisite 
base year earnings be drastically increased (i. e. to 87 times the basic daily 
rate, Which in the case of a $15 rate, barely above the present minimum, would 











356 RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 


be over $1,300) but more importantly, earnings would be required in each ot 
6 months, 2 of which would have to be in the last half of the base year, Ih 
support of this proposition the railroads point out that substantial number 
of unemployment insurance beneficiaries work in less than 6 months during the 
base year. It is then asserted with no proof whatever that this condition is 
not indicative of unemployment exceeding 6 months but of shifting to nonrailroad 
jobs. The assertion is not only unproven but is contrary to the facts. A gyp. 
stantial amount of railroad work, particularly in the northern regions, jg 
seasonal and is performed in areas where other work is not readily availabje 
in the off season. Many of the employees engaged in this seasonal work are 
firmly attached to the industry, return to it year after year, but when the season 
is short may work less than 6 months. These are the classes of employes 
to whom unemployment insurance benefits are the most vital. A general indi. 
cation of the effect of this seasonality may be gained from page 139 of the 
Retirement Board's Annual Report for 1956. The table there shows the number 
of unemployment insurance beneficiaries by months from July 1955 through 
June 1956, broken down by major categories of employment. It appears that 
in the group including the maintenance of way employees other than craftsmen 
the number of beneficiaries was rather constantly around 9,000 during J 
and August and September. It rose sharply to 11,500 in October and continueg 
to rise until it reached a peak in January when a gradual decline began; but the 
number was still nearly 16,000 in April and it was not until May that the 
number fell below that of the previous July. It is thus apparent that thronugp- 
out this 7-months’ period substantial numbers were seasonally unemployed; they 
had not shifted to other jobs and did not have an opportunity to work in each of 
6 months. 

With respect to unemployment due to sickness the railroads propose to im. 
pose all the conditions of eligibility that would apply to unemployment due 
to lack of work, most notably a showing that the individual would be available 
for railroad work if he were not sick. This is patently merely a devise to make 
qualification for benefits more difficult. When an individual is sick he igs ob. 
viously not available for work of any kind and whether he would be available 
if he were not sick is irrelevant. The individual must have had the necessary 
work during his base period, an unemployment tax was paid with respect to his 
wages for the purpose of protecting him against unemployment and sickness 
during the ensuing benefit year. He cannot equitably be disqualified if he ex- 
periences sickness during that period. . 

The railroads propose to eliminate maternity benefits entirely and in fact 
would go so far as to deny all benefits for unemployment due to sickness in 
the case of pregnant women unless it is shown that the cause of sickness is un- 
related to pregnancy. This is indeed an inhuman and reactionary proposal. 
This committee and the Congress as a whole fully considered the desirability 
of maternity benefits when they were first included in the act. The railroads 
opposed their inclusion for the same reasons that they now urge their elimina- 
tion. Congress disagreed with them and they have shown no new reason for 
reconsideration of that conclusion. When Congress decided to make provision 
for unemployment due to sickness special consideration was given to maternity 
benefits primarily for one very important reason: It is desirable from the 
standpoint of the health of the expectant mother and of the expectant child 
that the expectant mother cease active employment some time earlier than the 
time at which her condition renders her physically unable to work and that she 
remain out of active employment for a reasonable period following childbirth 
even though she might physically be capable of returning to work at the risk of 
permanent impairment of her health; it was recognized, however, that married 
women employees whose economic condition was such as to cause them to be 
holding regular jobs in the industry would be economically forced to run these 
risks of impaired health unless some provision were made to give them partial 
protection against the wage loss that would occur if they avoided these risks 
These conditions have not changed. The railroads have not shown either that 
the risk of health impairment by working immediately before and immediately 
after childbirth has declined nor have they shown that it is less desirable t 
protect the health of these people than it was when the provision was orig- 
inally enacted. 

In the field of disqualifications the railroads’ proposal seeks again to impose 
harsh and unjustified restrictions upon the payment of benefits. 

They point out, as they did in 1938, that the railroad act differs from uw 


employment compensation acts generally in that it disqualifies employees who | 
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are unemployed because of a strike in which they are participating only if the 
strike was commenced in violation of the Railway Labor Act or of the laws of 
the labor organization to which they belong. This difference has existed since 
1938. It was consciously adopted in recognition of the fact that the procedures 
of the Railway Labor Act themselves subject railroad employees to much 

ter restrictions than are applicable to other industrial employees. It was 
pelieved that the procedures of the Railway Labor Act were such as to assure 
that every means of amicable adjustment of disputes would have been exhausted 
pefore a strike would occur; consequently, there was no justification for deny- 

penefits for unemployment occurring during a strike that was not in viola- 
tion of the Railway Labor Act or of the laws of the organization. Consider. 
py contrast, the situation of employees in other industries. Even today the 
Taft-Hartley Act imposes upon other industrial employees no procedures for 
the adjustment of disputes comparable to those of the Railway Labor Act, al- 
though it might well be that if the strike disqualifications in State unemploy- 
ment compensation acts were reconsidered today in the light of the Taft-Hartley 
Act, they, too, might be relaxed. However, at the time the State unemployment 
compensation acts were being adopted the original Wagner Act was in effect: 
it guaranteed to employees the right to organize and bargain collectively 
through representatives of their own choosing without employer interference 
or coercion and placed no restrictions whatever upon the exercise of collective 
pargaining power; in fact, the exercise of that power was enhanced by the 
Norris-LaGuardia Act’s prohibition upon the Federal Courts’ enjoining strikes 
and similar prohibitions upon the power of State courts through State legis- 
lation in many States. 

Nothing has occurred since 1938 to warrant reversal of the policy then 
adopted. The railroads have not undertaken to show that the nature of the 

t disqualification has tended to encourage strikes or to interfere with the 
amicable settlement of disputes in accordance with the purposes of the Railway 
Labor Act. They could make no such showing if they attempted it. It ap- 
pears from page 47 of the annual report of the Railroad Retirement Board 
for 1956 that in the entire year ended June 30, 1956, out of a total of 137,600 
unemployment insurance beneficiaries only 300 were unemployed by reason of 
strikes. 

In the testimony of Mr. D. P. Loomis an effort is made to demonstrate the 
injustice of the limited nature of the present strike disqualification by tracing 
a hypothetical dispute through the procedures of the Railway Labor Act and 
making it appear that at every stage in the handling of the dispute the carrier 
is exerting every effort to achieve an amicable solution whereas the union is 
arbitrarily and re‘entlessly pressing toward a strike. This is a highly imaginary 
picture bearing no relation to reality. Since the enactment of the Railway 
Labor Act there has been only one railroad strike of major extension both in 
area and in duration. That was the 1955 strike on the Louisville & Nashville 
system which extended into 13 States and lasted for 58 days. 

The circumstances giving rise to that strike are revealing. The nonoperating 
organizations served proposals on the railroads on a national basis pursuant to 
the Railway Labor Act on May 22, 1953, in which they sought improved vaca- 
tions, paid holidays, premium pay for Sunday work, a comprehensive health 
and welfare program for employees and their dependents to be provided by the 
carriers, and free transportation for employees and their families. When it 
appeared that no settlement could be developed on the individual railroads the 
carriers established the customary carriers’ conference committees to handle 
the dispute on a joint national basis. However, because of delays in securing 
national conferences the employees invoked the services of the-National Media- 
tion Board on October 20, 1953, 5 months after the proposals had been served. 
The Mediation Board arranged conferences for November 3, 1953, but the car- 
rier committees refused to negotiate on the subjects of health and welfare and 
free transportation, holding those subjects not bargainable. When the em- 
ployees insisted upon bargaining with respect to the entire subject matter of 
their proposals the carriers filed a declaratory judgment suit to determine 
whether they were legally required to bargain on these subjects. This suit was 
dismissed by the district court as not presenting a justiciable controversy and 
during the pendency of an appeal by the carriers from that decision the dispute 
progressed through mediation and the eventual establishment of an Emergency 
Board on December 28, 1953. The Board began its hearings on January 19, 
1954, and continued hearings to April 3, 1954. 

The Emergency Board made its report and recommendations on May 15, 1954, 
1 week short of a year after the unions’ proposals had been served. The recom- 
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mendations were disappointing to the unions, particularly by virtue of the fact 
that only limited health and welfare protection was recommended for employees 
only with the employees to bear one-half of the cost. Nevertheless, negotiations 
proceeded between the carriers committees and the Employees’ National Qop. 
ference Committee resulting in a joint national agreement on August 21, 1 

which put into effect the recommendations of the Emergency Board on all 
the major railroads of the country except on a number of southeastern roads, 

The Louisville & Nashville system railroads had a personal representative 
on the Southeastern Carriers’ Conference Committee and participated in the 
national handling through conferences, mediation, Emergency Board proceed- 
ings, and subsequent negotiation until about August 10, 1954. By that time 
substantial agreement had been reached on the health and welfare plan pro. 
viding for an equal sharing of costs between carriers and employees, The 
Louisville & Nashville system railroads were not in accord with the terms of 
the agreement reached and withdrew their authority from the Southeastern 
Carriers’ Conference Committee. 

After the agreement of August 21, 1954, the National Mediation Board again 
sought to settle the dispute with the Louisville & Nashville system railroads 
as well as a number of other southeastern railroads who had similarly with. 
drawn from national handling. The organizations patiently persisted in their 
efforts to achieve an amicable settlement and eventually settlements corres. 
ponding to the national agreement were made with the other wihdrawing car. 
riers, but the Louisville & Nashville system railroads remained adamant. The 
major point at isue was the unwillingness of the carrer to require 100 percent 
participation of its employees in the health and welfare plan on a contributory 
basis. The organizations pointed out that the contributory basis was not of 
their seeking but had been recommended by the Emergency Board and indicated 
their willingness to accept a noncontributory plan. The efforts to arrive 
at a settlement continued until March.of 1955 at which time the carriers yi. 
laterally put into effect a nonnegotiated health and welfare plan of their own, 
This left the organizations no alternative but a strike. 

After a successful strike of 58 days the organizations nevertheless agreed to 
submit the dispute to a sole arbitrator, agreeing to accept his determination as 
binding ; and returned to work during the arbitration proceedings. 

Notwithstanding the geographic extent and duration of this strike, the number 
of unemployed beneficiaries who were unemployed on account of strike during 
the benefit year 1954-55 was only 18,000 out of a total of 305,900 beneficiaries, 
This appears from page 66 of the Annual Report of the Railroad Retirement 
Board for 1955. 

In light of these facts, experience would indicate that the retention of the 
present limited disqualification is warranted. It does not unduly load the eco 
nomic scales in fayor of the employees. On the contrary, the carrier proposal 
would unduly load the scales the other way. Workingmen today have many 
more fixed charges than they used to have. As living standards have improved 
they have obligated themselves with insurance programs, purchases of homes, 
other installment obligations, etc., which gives the loss of wages during a strike 
a much more formidable impact than it used to have. People can still tighten 
their belts and eat from soup kitchens during strikes as in times gone by. But 
when the loss of wages means the loss of investments accumulated over a period 
of time the bargaining position of the employees has been substantially in- 
paired. 

Another disqualification which the carriers propose to change is that relating 
to voluntary leaving of employment. An individual who voluntarily leaves his 
employment is now disqualified for a period of 30 days; thereafter he may 
draw benefits provided he is available for work but he is not able to find, and 
the Board is not able to find for him, any suitable work. The railroads would 
continue this disqualification until after a return to railroad employment. 
This amounts to a permanent penalty, si nce under the present law it is a con 
dition of his continued receipt of benefits that he return to employment when 
ever a suitable job is available. 

The railroads also propose to disqualify employees who are discharged for 
eause. Such a disqualification was contained in the original act in 1938 but was 
removed almost immediately thereafter. The reason for its removal was recog- 
nition of the fact that what is proper cause for discharge is usually highly cot 
troversial and is often the subject of sharp conflict between the carrier and 
the organizations representing employees. Furthermore, under the Railway 
Labor Act the National Railroad Adjustment Board is the tribunal established 
for the solution of such controversies. It was considered most undesirable 
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that the Railroad Retirement Board should resolve such controversies inci- 
dentally to the adjudication of unemployment insurance claims or that it should 
delay the payment of claims pending resolution of the controversy by the Na- 
tional Railroad Adjustment Board. Nothing has occurred since that time to 
cast any doubt upon the wisdom of Congress in removing that disqualification. 

The railroads further propose that there be an employee contribution to the 
payment of benefits for unemployment due to sickness, although that proposal 
is not contained in the bills that have been introduced. In making this proposal 
the carriers are going contrary to the universal trend in other industries and 
in the railroad industry itself. 

It is true, as the railroads point out, that only a few unemployment com- 
pensation acts provide sickness benefits and in those few an employee contribu- 
tion is provided for. But this is only a fragment of the story. Outside the 
railroad industry, provision for compensation for wages lost through sickness 
as well as medical and hospital care are generally provided for through the 
collectively bargained health and welfare plans. These plans have tended more 
and more to be set up on a noncontributory basis or to be converted to a non- 
contributory basis if initially set up on a contributory basis. Today the over- 
whelming preponderance of such plans are on a noncontributory basis. 

In the railroad industry itself the nonoperating employees are provided hospital 
and medical care, as distinguished from reimbursement for wage loss, through 
a collectively bargained national plan. This plan was first set up under the 
agreement of August 21, 1954. In a little over 1 year it was converted to a 
noncontributory basis so far as employee protection was concerned and on No- 
vember 1, 1956, it became noncontributory with respect to dependents protection 
as well as employee protection. 

The final assault that the railroads propose to make on the railroad unem- 
ployment insurance system is a reduction in benefit levels. This is to be accom- 
plished by the elimination of base year earnings as a measure of the daily benefit 
rate and by the substitution therefor of 60 percent of take-home pay after de- 
duction of withholding taxes and railroad retirement taxes. At first blush, the 
proposal to pay 60 percent of take-home pay may appear generous as compared 
with the present minimum of 50 percent of the last daily rate of pay, especially 
when combined with the railroads’ representation that the base year measure 
now has little practical application. The practical effect of the proposals, how- 
ever, is vicPous. 

An individual who is fully employed during his base year at a daily rate of 
pay of $15.33 or more would earn $4,000 or more in his base year and would 
thus qualify for unemployment benefits at the daily rate of $8.50 under the 
present law even though that is in excess of the minimum of 50 percent of his 
last daily rate of pay. Under the carrier proposal, however, this rate, for 
purposes of measuring benefits, would be reduced by $1.85 (in the case of an 
employee with one dependent) of income tax withholding and $0.95 railroad 
retirement tax leaving $12.53 as the rate upon which benefits would be based. 
Sixty percent of that rate produces a benefit of approximately $7.50 or $1 less 
per day than the present law provides. 

The disingenuous explanation that take-home pay is the proper basis for 
measuring wage loss becomes particularly odious upon analysis. Congress has 
exempted unemployment insurance benefits from income taxation in order to 
avoid any diminution of these meager means of support. The railroads’ pro- 
posal to reduce the daily rate of pay as a measure of benefits by the amount of 
income tax withholdings is in effect to diminish the unemployment benefit by 
the equivalent of income taxes thereon and to retain such amount in the Railroad 


‘Unemployment Insurance Account to the advantage of the carriers. In other 


words, what Congress has seen fit to forego by way of income taxes on unemploy- 
ment insurance benefits the railroads would in effect recapture for their own 
advantage. The proposal as concerns railroad retirement taxes is even more 
shocking. Unemployment insurance benefits are not compensation and the em- 
ployee receives no credit either in time or money toward his railroad retirement 
benefits. Nevertheless, the railroads’ proposal would in effect levy the railroad 
retirement tax on the unemployment insurance benefits without giving any 
railroad retirement credit therefor. 

The use of the last daily rate of pay as the exclusive measure of benefits 
operates unfairly in another respect. By operation of seniority rules, in a period 
of declining employment, employees are frequently bumped from higher paying 
positions to lower paying positions. Consequently, employees with some years 
of seniority who become unemployed may be holding positions immediately 
prior to unemployment on which the rate of pay bears no relationship to the 
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rate of the position held during most of the base year. The carrier pro 
would make the lowest rate of pay drawn immediately prior to layoff the exclusive 
measure of benefit payment. 

It is true that the level of railroad unemployment insurance benefits is some. 
what higher than that generally prevailing under the State Unemploy 
Compensation Acts. This is not because the railroad level is too high but becang. 
the level under State laws has been allowed to become obsolete. The Obsolete 
nature of the benefit levels under State laws is eloquently attested by the rapid 
spread of collectively bargained supplemental unemployment benefit plans in 
other industries. It is my personal judgment that it would have been preferable 
if the level of benefits under State laws had kept pace with the requirements 
and had thus obviated the necessity for supplemental plans. I suspect that the 
reason they have not done so is that groups of industrial employees have had 
the collective bargaining strength to obtain more adequate benefits for them. 
selves through supplemental plans but may not have felt that they had the 
political strength to obtain adequate benefits for all workers under the §tate 
plans through legislation. The nature and extent of these supplemental plang 
is discussed in more detail in the testimony and supplemental statement of My 
Oliver. We have not sought supplemental plans in the railroad industry. The 
fact that we have not done so is no reason why the level of benefits under the 
Railroad Unemployment Insurance Act should be depressed to the levels of State 
laws. 


SUPPLEMENTARY STATEMENT ON BEHALF OF RAILWAY LABOR EXECUTIVES’ Assoc. 
TION AND BROTHERHOOD OF LOCOMOTIVE ENGINEERS BY E. L. OLIVER, Eoonomo 
ADVISER, APRIL 26, 1957 


The principal issues involved in the consideration of H. R. 4353 and H. R 
4354 were covered in my original statement to the committee. This state 
ment is directed to comment upon evidence given by the carriers. 

Statements presented by carrier representatives were largely based upon 
two contentions that are not themselves well founded. The first is the claim 
that benefits provided under proposed changes in the Railroad Unemployment 
Insurance Act are unduly liberal, because the laws of the various States 
provide lesser benefits. The second is the claim that proposed changes in re 
tirement and unemployment compensation laws would impose serious added 
costs upon an industry already in a critical financial condition. 

With respect to the first of these contentions, it is neither sound nor equitable 
to base criticism of the proposed railroad legislation upon comparisons with 
existing State laws, for unemployment or sickness compensation. State legis- 
lation in this field, as in so many others, is primarily concerned with the 
establishment of minimum standards. Those standards are now being supple 
mented by additional compensation, provided in collective bargaining agree 
ments, for a very large part of American industry. These supplementary 
compensation provisions are adapted to the needs of the individual industries 
in a way that is impossible for those industries through State laws. Such 
adaptation, however, is not only feasible but is also well recognized procedure 
for the railway industry under Federal legislation. 

With respect to sickness benefits, the statement of Mr. Leonard Calhoun, 
for the Association of American Railroads, refers to the State disability in- 
surance laws of New York, New Jersey, California, and Rhode Island, point 
ing out that “in general the cost of such benefits is paid by the employees.” 
These State laws only establish minimum standards; they specifically permit 
private plans to be substituted, only laying down minimum requirements for 
such private plans. In July of 1954, according to the United States Depart 
ment of Labor, private plans covered 48 percent of California workers, 6 
percent of New Jersey workers, and an estimated 97 percent of New York 
workers. What these private plans provide is in part indicated by a national 
study of the subject, made by the Bureau of National Affairs in 1956. The 
Bureau of National Affairs is a reporting agency supplying information and 
advice to employers on collective bargaining standards. This Bureau reported 
that 16 percent of union contracts provided paid sick leave for employees; 
43 percent of all contracts studied provided for sickness and accident in 
surance. All sick leave is paid for by employers; in nearly 60 percent of 
union agreements providing health and welfare insurance, employers pay the 
entire cost. This, incidentally, is the basis of health and welfare insurance i 
the railway industry—which does not include sickness and accident benefits. 
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Specific illustrations of private sickness benefit plans in the States with 
disability insurance laws may best be taken from the local transit and over- 
the-road bus industries. The largest bus transportation company operating 
in the State of New Jersey—and one of the largest in the United States—is 
the Public Service Coordinated Transport Co. That company has an agree 
ment with the Amalgamated Association of Street, Electric Railway and Motor 
Coach Employes of America, providing for sickness and accident benefits of 

per week, for a period of 26 weeks, paid for entirely by the company. As 
an illustration of a common alternative practice, in another of the States with 
disability insurance by law, full paid sick leave of varying amounts is pro- 
yided in collective bargaining agreements covering employees of local bus 
companies in Oakland, Sacramento, Monterey, San Mateo, Los Angeles, Al- 
hambra, and San Diego, in California, and of the Pacific Greyhound Co., with 
headquarters in San Francisco, Calif. Employees of the municipally owned 
street railways in San Francisco are granted paid sick leave, cumulative to 6 
months, without cost to them. 

Benefits and other provisions of State unemployment compensation laws are 
even less representative of the practice actually prevailing in major American 
industries, under supplemental unemployment benefit systems. 

In my earlier statement to the committee, dealing in part with this subject, 
it was pointed out that many such supplemental unemployment compensation 
systems exist. More than 200 of the collective bargaining agreements were 
specifically cited covering millions of employees. Benefits payable under three 
of the principal agreements were compared with those that would be paid 
under the proposed ainendments to the Railroad Unemployment Insurance Act. 

The three collective bargaining agreements were in the steel, automobile, 
and container industries. The unions, parties to those agreements, were three 
of the largest in the Nation—the United Steelworkers of America, the United 
Automobile Workers, and the International Association of Machinists. The 
maximum weekly benefits under each of those agreements (added to payments 
under State laws) now exceed the maximum payable to railway workers under 
the Federal law—and even with the proposed amendments, railway workers 
will still not be eligible for weekly benefits as large as those payable in these 
representative major industries. Maximum annual benefits under the present 
Railroad Unemployment Insurance Act are lower than those available to em- 
ployees in any of the three industries; with the proposed amendments, maximum 
annual railway benefits will still be below those available to employees in the 
steel or container industries. 

So far as the duration of benefits under the Railway Unemployment In- 
surance Act is concerned, it is equally unsound to go to State laws for com- 
parisons. The peculiar conditions of the railway industry have led to specific 
provisions for longer term employee protection, in Federal railway legislation, 
in Interstate Commerce Commission action, and in the Washington agreement 
between the carriers and the railway labor organizations. These precedents 
have already been cited, by representatives of the employees, in these hearings. 
Incorporation of this proposed change in pending railroad unemployment com- 
pensation legislation is not to be judged by State laws fixing minimum stand- 
ards applicable indiscriminately to all industries, or by private plans specifically 
adapted to the needs of other major industries, but rather by legislative and 
other precedents in the railway industry of 20 years and longer history. By 
those precedents, the proposed duration of unemployment benefits is fully 
justified. 

The second basic contention of the carriers is that the railway industry is in 
critical financial condition, unable to stand the increased costs particularly of 
the proposed improvements in the Railroad Unemployment Insurance Act. 
There is especial reference to the cost of extended benefits for displaced em- 
ployees of long service. 

Statistics presented to the committee in connection with my previous state- 
ment demonstrate the possibility of reemployment on the railways of older 
railway workers being released as a result of technological and other change. 
The railways are annually hiring many more new and inexperienced workers 
than the number of older, experienced workers being displaced from the indus- 
try. Even under the provisions of the law as it now stands, the carriers have 
incurred substantial needless cost, by this policy of leaving older experienced 
workers to draw unemployment compensation, and replacing them with inex- 
perienced new workers. An incalculable additional cost has been incurred in 
the training of the new employees. If that policy is, as it can and should be, 
changed to give high priority to experienced workers in filling vacancies, the 
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actual cost to the carriers of the new scale and duration of benefits wij 
negligible. With the incentive of the requirement that unemployed senior rajj. 
way workers must be given the added protection proposed in the pending bills, 
the carriers will have every reason to cooperate with the Railroad Retirement 
Board in relocating the older experienced men now being ruthlessly ejected from 
the industry. 

Against these costs, which may be kept very low if the carriers modernize and 
humanize their employment policy, must be set the fact that the industry has 
rarely been in so healthy a condition financially as it is today. Most of the 
comparisons offered by the carriers to the committee upon this subject place the 
1955 and 1956 figures against the 1929 operating results. It is true that 1929 
was a boom year, during which American railroads compressed cos 
cially wages—and realized extremely high net profits. It is equally true that 
the financial practices of these carriers and American industry generally dyr. 
ing 1929 and the immediately preceding years found their natural result in the 
great depression. 

But, even by comparison with 1929, current operating results of the railways 
show up very favorably. The carriers have given to the committee data op 
their working capital, claiming it to be a significant measure of their financia) 
difficulties. The best measure of current or liquid condition of the carriers js 
the ratio of their current assets to current liabilities. That ratio, in 1929, 
was 1.2; in 1955, the ratio was 1.75; in 1956, 1.67. Net current assets in 1999 
totaled $285,000,000 ; in 1956, that net was $1,400,000,000 (table I). 

The ratio of net current assets to average monthly expenses provides another 
measure of working capital. In 1929, net current assets were only three-fourths 
of average monthly expenses. In 1956, net current assets were more than twice 
as great as average monthly expenses (table II). The postwar ratio has never 
been less than 2 to 1. 

The carriers have repeated the constantly reiterated claim that the industry 
is in critical shape because a smaller proportion of total traffic is being hauled 
by rail than in earlier years. It is true that other transportation facilities are 
growing faster than the railways, but it is not true that railway traffic is 
shrinking. The rails handled 500 billion traffic units in 1929, and over 70 
billion units in 1956. Railway traffic last year was greater, per capita of our 
population, and much greater per dollar of net investment, than in 1930, or in 
the preceding decade; greater even than in 1929. Competitive handicaps under 
which the railways operate have not prevented their growth faster than the 
general growth of our population (table III). 

The carriers have claimed that, as a result of current unfavorable conditions, 
funds for replacement or expansion of the railway plant are not available. In 
fact, however, the carriers have had an increasing fund available, from net 
profits and depreciation, to take care of these requirements. The year 195§ 
gave them their greatest total in net income and depreciation, with the excep- 
tion of 1945. Last year, 1956, was the second highest in funds available from 
operation for replacement, additions, and betterments. The highest, 1945, was 
made so by special amortization action at the end of the war (table IV). 

These funds have been largely invested in carrier plant and equipment since 
the end of World War Il. The total of such investments has been $13% billion; 
that represents $11,000 per employee. By comparison, the investment of all 
manufacturing industries in the United States, per employee, during the same 
period, was only $7,500 (table V). 

The carriers have compared railway net income and those of other industries 
on the basis of net worth. The First National City Bank of New York, which 
publishes the figures cited by the carriers, makes these comparisons on two 
bases—the ratio of net income to net worth, and to gross revenue. The 1956 
figures, just published by the First National City Bank, show the railway net 
income per dollar of gross revenue to have been 8.3 cents; the average for all 
transportation was 7.5 cents, for all industry, 6.3 cents, and for manufacturing, 
6 cents. The highest returns were in public utilities (13.5 cents) and mining 
(10.3 cents). Lowest returns were for amusements (5.4 cents) and trade 
(2.6 cents). But the railway return per dollar of revenue exceeded the national 
average for all industry by 2 cents—more than 30 percent (table VI). 

The national trend ,in net income per dollar of revenue, is given in figures 
published by the Department of Commerce. The railway showing in 1956 is less 
favorable than at the 1929 peak; net income per dollar of revenue has dropped 
from 14.3 to 8.3 cents. But the average for all industry, measured by corp0- 
rate profits after taxes and the gross national product, has dropped from 7.9 te 





ef 


3es_ 


4 
~ 


~FTESBESS&EES EAE 


wel 
nue 
of f 


abl 
plo; 


87. 





aA eas 


en Ba SR eed 


tt ttt 





RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 363 


5.2 cents. The railway showing was better in 1929 and in 1956, than the na- 
tional average (table VII). 

Railway wage costs have risen since 1929, but not quite as much as wage costs 
for American industry generally. Railway workers received 42.6 cents of every 
revenue dollar taken in by the carriers in 1929; 48.9 cents of every dollar of 
gross national product went to American workers in 1929. In 1956, railway 
wage costs took 51:1 cents of every dollar of railway revenue; workers in 
American industry generally received in compensation 58 cents of every dollar 
in the gross national product. Railway wage costs had taken 8.5 cents more 
of the revenue dollar, while workers in industry generally received 9.1 cents 
more of the revenue dollar than in 1929 (table VIII). 

Much has been made, in carrier statements to the committee, of rising wage 
costs, attributed to improved wages and working conditions and higher payroll 
taxes. The facts in this connection have already been given the committee, but 
should be recalled now. Wage rates and payroll-tax rates were at their high- 
est in 1956, in the postwar period. But labor cost per thousand traffic units was 
lower than in 1952, 1953, or 1954. Unit labor cost was the same in 1955 as in 
1951 (table IX). Although there has been great inflation of the price level 
since 1945, labor costs in 1956 took less of the revenue dollar, and exactly the 
same proportion of operating expenses, as in 1946 (table X). Actual compen- 
sation figures, including payroll taxes, prove beyond question that the increased 
man-hour productivity of railway employees has more than compensated for 
the rising hourly rates and payroll taxes of the past decade. 

General operating and financial results over the period since World War I 
were submitted with my earlier statement to the committee and need not be 
recapitulated here. On the basis of those operating results—of traffic, reve- 
nues, expenses, wage costs, net income, current net assets, and funds available 
for investment—there can be no question but that the railways are in the best 
of financial health, amply able to meet whatever increased costs they may not be 
able to avoid by modernized personnel policy, with the adoption of the unem- 
ployment-compensation bases in the proposed legislation. 


TaBLe I.—Current assets and current liabilities, class I line-haui railways, 
1929-56 


{In thousands] 




















| 

lrotal current |Total current | Net current | Ratio, current 

Year assets liabilities assets assets to cur- 
rent liabilities 
$1, 717, 953 $1, 433, 203 $284, 750 1.20 
1, 034, 560 1, 316, 240 —281, 680 .79 
1, 292, 421 1, 633, 568 —341, 147 .79 
1, 292, 705 1, 946, 929 — 654, 224 . 66 
1, 442, 143 | 925, 609 516, 534 1. 56 
1, 914, 544 1, 115, 320 799, 224 1.72 
3, 065, 093 1, 806, 030 1, 259, 063 1.70 
4, 497, 065 2, 923, 078 1, 573, 987 1. 54 
4, 488, 042 2, 844, 210 | 1, 643, 832 1. 538 
4, 345, 830 2, 108, 245 2, 237, 585 2.06 
3,494,260} 1, 584. 433 1, 909, 827 2.21 
3, 575, 914 1, 942, 772 1, 633, 142 1. 84 

3, 676, 170 2, 066, 795 1, 609, 375 | 1.7 
3, 067, 146 1, 606, 558 1, 370, 588 | 1, 81 
3, 758, 429 2, 226, 694 1, 531, 735 1. 69 
3, 702, 505 2, 262, 436 1, 440, 069 | 1, 64 
3, 796, 770 2. 278, 250 1, 518, 520 | 1. 67 
3, 619, 989 2, 175, 306 1, 444, 683 1. 66 
3, 297, 315 1, 790, 057 1, 507, 258 1.84 
3, 733, 474 2, 129, 592 1, 603, 882 1.75 
3, 535, 824 | 2,117,977 | 1, 417, 847 | 1. 67 

i 


i ' 
Seen tai 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statement M- 125, 
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TABLE II.—Relationship of net current assets to railway operating ewpenses, 
class I line-haul railways, 1929-56 





es 
Net Current Average Ratio, net 
Year assets ! monthly Current assets 


expenses to expenses 





ewan an en nnn anne neon ne ono on en nnn nooo === = -2---- === =e $284, 750 $375, 503 

beside athe bl -Sbaidb tied- kD ie ROR EDENTON Pe — 281, 680 187, 435 

EEG Setnetnnemce- -nettaeer cadaie= aeaskareetenci--iaie amma —341, 147 244, 284 

Sead wcdeasece pate = eanebbalpggionnn scm sdiien nents —654, 224 243, 183 |. 

+ hake nS nnneer aacpudadcth bop de Rs Rei. mat 516, 534 257, 450 “20 
RAE Aso cine abe = stata ninoned Seagnsinbterign 44 799, 224 305, 351 262 
Dh gt earn ne rch tlinensnerstanekethieneees 1, 2°9, 063 383, 422 2 
EERE M owae Se. ot enae kad cy et batter e- cues aoe 1, 573, 987 471, 453 334 
pact badcdo SiO bss bY en BS sk cited 1, 643, 832 523, 503 34 
REA EL COE AAR TTD 2, 237, 585 587, 633 3.8 
Diath Seer arvercre sani ednke bee™ s4-aneee—= | 529, 782 36) 
ROS ect nc pea cecneteercinens-nesrseansee ; 1, 633, 142 566, 436 2.88 
Di bth esol aceiblit eile tal A use SOBER bine nest) DOORS 622, 667 2.58 
otathd~<bear ged z0se) -garre cpact-onect-ereh,( 1,870,508 574, 316 2.30 
lettres oen-strarenaeshidenadehibomele~hensns-eehneels 5, aL 588, 271 260 
ES Be letra Goda 3-5 cask sop tig tin tpes <ats he a 1, 440, 069 670, 104 215 
BTR RSIS ine a indne sda ebb adectthtiice Sibedisinapht ------| 1,518, 520 671, 040 2% 
Medina tibp ate hbeddpacn aden heads oe dag hmanggh-nenqacyoasace gq 1, 444, 683 677, 933 213 
Seauibertanskts~ebnsed~atasbny- Bent=leanene-retieeetesl, | | eee 615, 372 2.45 
Praeeee sabe sths= ns nel cepeies idk dn sasavukscastecnsl | 2, 00008 637, 199 252 
Siac dphinbt- Sater sete th 01S pena gdaet ELS ahe- ages Sabi 1, 417, 847 675, 687 210 





1 Current assets minus current liabilities. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statements 
M-100 and M-125. 


Taste III.—Railway trafic, railway investment, and population trends, 1929-56 























| 
Population Traffic units per— 
Revenue including Net invest- A 
Year traffic units Armed ment after 
Forces over- | depreciation Capita Dollar of net 
seas investment 
Millions Thousands Thousands | 
509, 470 1 123, 188 $23, 868, 075 4, 136 21. 345 
437, 079 123, 188 24, 175, 911 3, 548 18. 079 
420, 778 132, 122 23, 168, 228 3, 185 18, 162 
652, 098 151, 683 24, 591, 862 4, 299 26. 517 
680, 666 165, 248 26, 851, 343 4,119 25, 349 
2 705, 227 168, 091 3 27, 001, 000 4, 196 26. 119 
| ‘ 





1 Population including Armed Forces overseas not available for 1929. 
2 Estimated on basis of Ist 11 months. 
3 Carriers’ Exhibit No. 27, p. 3, Emergency Board Proceedings No. 116. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Transport Statis- 
tics in the United States; Statement M-220; Association of American Railroads, bureau of railway economics, 
Railroad Transportation; carriers’ exhibit No. 27, ey Board Proceedings No. 116; United States 
Department of Commerce, Statistical Abstract of the United States; Joint Economic Committee, Eco 
nomic Indicators, March 1957. 
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Taste 1V.—Net income and depreciation charges, class I line-haul railways in 
the United States, 1921-56 


[In thousands} 



































a — a ] a 7 eee 
Funds Funds 
available available 
from oper- ; from oper- 
Year Net Deprecia- ations for || Year Net Deprecia- | ations for 
income tion improve- | income tion improve- 
ment of | | ment of 
railroad | railroad 
plants! |} plants ! 
a | ee | | - _ hated 
el | } 
...--- $313, 563 $155, 968 | $469, 531 } 1939_..._. $93, 182 $201, 852 $295, 034 
a 369, 573 | 169, 808 539, 381 || 1940___- 188, 851 | 205, 860 394, 711 
1923...-..-- 554, 995 205, 070 760,065 || 1941.........| 499,765 | 233, 340 733, 105 
West fuss-: 558, 466 208, 064 766, 530 aE tian aioen 901, 713 | 338, 181 1, 239, 894 
igs sii - 700, 831 223, 925 924,756 || 1943_.....___- 873, 478 | 465, 525 1, 339, 003 
eas ~ 809, 054 231, 497 1, 040, 551 Bee Sect 667, 188 540, 461 1, 207, 649 
ns 672, 900 239, 184 912, 084 || 1945____ 450, 434 | 1, 186, 844 1, 637, 278 
1928...------- 786, 824 241,719 1, 028, 543 eee 287, 139 | 365, 902 653, 041 
1920.........-| 96,807 259,375 | 1, 156, 182 || 1947.........| 478,875 | 385, 763 864, 638 
RE coun 523, 907 243, 253 767, 160 Been 6et eden 698, 057 409, 310 1, 107, 367 
1931......----| 134,762 221,611 | 356,373 |) 1949... 438,158 | 441, 658 879, 816 
1008: ..-- —139, 204 209,111 | 69,907 || 1950__._.- | 783, 572 466, 589 1, 250, 161 
1933..........| —5,863 199, 917 194, 054 || 1951____.. 693,176 | 485,160 | 1, 178, 336 
082i: ... —16, 887 192, 387 175, 500 || 1952____- | 825, 396 | 513, 059 1, 338, 455 
7 ae 7, 539 | 194, 625 | 202, 164 id nt nde 903, 227 | 534, 457 1, 437, 684 
Ya 164, 630 193, 501 | 358, 131 NOOR. occa 681, 690 | 547, 267 1, 228, 957 
19973 S...-| 98, 058 | 197, 035 | 295,093 |} 1955_____- 927, 122 | 554, 597 1, 481, 719 
1938....-.....| 128,471 | 201, 825 | 78, 354 || 1956__...... | 874,000} 569,644 | 1, 443,644 


1 Includes funds available for replacements, and additions and betterments. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statements 
M-100 and M-125. 


Taste V.—Postwar investment in new plant and equipment related to employ- 
ment, all manufacturing and class I line-haul railways 








1 


























Manufacturing Railways 
Year 
Employ- |Investment Employ- |Investment 
Investment; ment per Investment ment per 
employee employee 
Millions | Thousands Millions | Thousands 
$3, 983 15, 302 $260 | $552 1, 420 $389 
PE dicccdavaccnnscuee | 6, 790 14, 461 470 573 1, 359 422 
OS ae 8, 703 15, 290 569 906 1, 352 670 
de cdubbeeak «+s 9, 134 15, 321 596 1, 319 1, 327 994 
d 7, 149 14, 178 504 1, 350 1, 192 1, 133 
pind naw wad ‘ 7, 491 14, 967 501 1, 111 1, 220 911 
Dida tieasinbioene 10, 852 | 16, 082 75 1, 474 1, 276 1, 155 
Dinagbuduinndtdweste 11, 632 | 16, 334 | 712 | 1, 396 | 1, 226 1, 139 
ee aa 11.998! 17,238 | 691 | 1311 1, 206 1, 087 
eget =a 11, 038 15, 995 690 854 1, 064 893 
SS eae 11, 439 16, 557 691 923 1, 058 872 
ee 14. 934 16, 893 884 1. 263 | 1, 043 1,211 
Ist quarter, 1957. . _- o<dua 13, 812 2 16, 921 | 225 1 392 | 2 992 395 
Re I 
Total through ist quar- | 
ter, 1967..... 118, 865 15, 811 | 7, 518 13. 424 1, 210 | 11, 004 














! Estimate. 
? Preliminary estimate for Ist 2 months. 


Source of basic data: U. 8S. Department of Commerce, Survey of Current Business, April 1952, April 1954, 
March 1955, and December 1956; Interstate Commerce Commission, Statistics of Railways in the United 
States, 1945-53, Transport Statistics in the United States, 1954 and 1955, Statement M-300, 1956; Joint 
Economic Committee, Economic Indicators, March 1957. 
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Taste VI. Net income per dollar of gross revenues, leading corporations in the 
United States, 1956 


Net income 
per dollar 
of gross 

Industrial groupes revenues, centg 
Publie utilities______- . mh iam me erent een os es ONS sc oe pisitimietine os iin owes 
NT OG ot engin tong mente 4 — EEE Ses —<iigeepr mm ioers 10.3 
re tnt NS... ast ge Le he — ten penke an 8.3 
TT ar et signee rete ad em roe ean earned A om etal AD ts sp ec idipln Sieg 7.5 
Geeeeeeral, Ol) tiniustrics —..... .... 2 nn nemee gee eae nenwr este cease 6.3 
ee a ee 6.0 
IIE UW ROL, —O csercccreneen pilin en aniawen <p ciple iat ait mene Mian A ocebin cess 5.4 
Tee = nam i eet qn emg po eae — + — nea pense ene ences 2.6 


Source: First National City Bank of New York, Monthly Letter, Business and Economie 
Conditions, April 1957, Net Income of Leading Corporations for the Years 1955 and 1956, 
p. 41. 


Taste VII.—Railway net income per dollar of revenue and corporate profits per 
dollar of gross national product 








| Corporate 








| | | 
| Railway } 
| net income | Corporate | profits 
Railway | Railway | perdollar | profits Gross | after tax 
Year lot income | operating | ofrailway | after national | per dollar 
} | revenue | operating | taxes product of gross 
| revenue national 
| | | | product 
| | | 
Senet] Thousands | Millions Millions 
eS ST 4.) _..| $806, 807 | $6,279,521 | $0.143| $8,259 | $104, 436 $0.07 
RE i hte os nen | _ 927, 122 | 10, 106, 330 | . 092 | 21, 100 390, 900 054 
1956... _- iat wate 1 874,000 | 10, 550, 936 | . 083 | 21, 500 412, 400 . 052 


| } ' 





1 Preliminary estimate of Association of American Railroads. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, 1929, 1955; 1956 
Statement M-100; U. S. Department of Commerce, Survey of Current Business; Association of American 
Railroads. 


TABLE VIII.—Railway wage costs per dollar of revenue, and compensation of all 
employees per dollar of gross national product 











| | | 
| Compensa- 
| tion of all 
| | Wage costs Compensa- | | employees 
Railway | Railway | perdollar | tionofall | Gross__ | in national 
Year wage | operating | of railway employees | national | income per 
| costs! | revenue | operating jin national) product dollar of 
revenue income gross 
national 
_ a | | produet 
Te tert | | 
Thousands | Thousands | Millions | Millions | 
Be... .20-= pivccenqulleeal | $2, 674, 086 | $6, 279, 521 $0. 426 | $51,085 | $104, 436 | $0. 480 
1955..... . gan 5, 035, 455 | 10, 106, 330 | . 498 | 223, 200 390, 900 . 571 
1956__._- : 5, 395, 028 | 10, 550, 936 . 511 | 239, 100 412, 400 . 580 





1 Total wages chargeable to operations plus sou taxes. 


Source: Interstate Comme rece Commission, Statistics of Railways in the United States, 1929, 1955; 1056 
Statement M-100; U. 8. Department of Commerce, Survey of Current Business; Association of American 
Railroads. 
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Taste IX.—Trend of unit wage costs all clase I line-haul railways, 1946-56 


SUS ERASE Reece” eae -_ — ——— 











Revenue | Wages per Revenue | Wages per 
Period |Wagecosts') traffic thousand Period Wage costs'| traffic thousand 
units traffic units units traffic units 
teat nein ii Re site 
Thousands | Millions Thousands | Méillions 

1946...---.---| $4, 230, 114 721, 329 $5. 86 || 1952___. $5, 354, 901 682, 774 $7.84 

1947..--------| 4,492, 927 746, 569 6.02 |} 1953___. 5, 349, 563 660, 124 7.99 

1948._.---- 4, 802, 988 720, 275 6. 67 || 1954____ 4, 897, 986 607, 831 8.06 

1949....------| 4,445, 124 596, 689 7.45 || 1966........ 5, 035, 455 680, 666 7.40 

1950...-------| 4,641, 008 652, 008 7.12 || 1956... 5, 395, 028 705, 227 7. 65 
1951......----| 5, 208, 126 715, 848 7.40 





ee ee eee ee ee 


1 Total wages chargeable to operations plus payroll taxes. 


Source of basic data: Interstate Commerce Commission, Statements M-300, M-100, and M-220, and 
Transport Economics; Association of American Railroads, Statistics of Railways of Class I, 1946-55. 


Taptp X.—Wage costs per dollar of operating revenues and ewpenses all clase I 
line-haul railways, 1946-56 








Wages 
Period Wage Operating | Operating | * 
costs ! revenues expenses | Per dollar | Per dollar 


of operating|of operating 
revenues | expenses 














Thousands | Thousands | Thousands 
ak $4, 230, 114 | $7, 627, 651 | $6, 357, 415 $0. 555 $0. 665 
MUNNAR... .c:85-2-ch2.-.--5a--00se0s 4, 492,927 | 8.684.918 | 6, 797, 285 517 ‘661 
TI oir <6, se eonlhs-¢0he0s68es~ 4, 802,988 | 9, 671,722 | 7,472,085 497 643 
a a 4, 445, 124 8, 580,142 | 6,891,819 . 518 . 645 
i tid ktunsgnacasosoceugtiboscacenes® 4, 641, 008 9, 473, 093 7, 059, 276 . 490 . 657 
i i Miadcnasactndguevnds aeuescdd 5, 298, 125 | 10, 390, 611 8, 041, 277 . 510 . 659 
th nan dacduaksonesssaqrted 5, 354, 901 | 10, 580, 762 8, 052, 518 . 506 . 665 
Mi adaaditnatigaqnccah ony= peececcencas , 349, 563 | 10,664,169 | 8, 135, 229 . 02 . 658 
Dh nccceackeewcceccsseccecess 4,897,986 | 9,370, 826 7, 384, 499 . 523 . 663 
a ae 5, 085, 455 | 10, 106,330 | 7, 646, 418 ‘498 "659 
iti stnectdadundhtauenasthounda 5, 395, 028 | 10, 550, 936 8, 108, 273 . 511 . 665 





! Total wages chargeable to operations plus payroll taxes. 


Source of basic data: Interstate Commerce Commission, Statements M-300, M-100, and M-220, and 
Transport Economics; Association of American Railroads, Statistics of Railways of Class I, 1946-55. 
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STATEMENT OF FINANCIAL CONDITION OF THE RAILRoaD INDUSTRY PRESENTED 1N 
BEHALF OF THE RAILWAY LABOR EXECUTIVES’ ASSOCIATION, HEARINGS ON Ralt- 


ROAD RETIREMENT ACT AND UNEMPLOYMENT INSURANCE ACT AMENDMENT Pro- 
POSALS 


This statement is in response to and supplementary to the statements which 
have been presented here by the carriers and others with reference to the financial 


condition of the railroad industry. We understand, and we are sure the com: 


mittee members understand, that this proceeding is not an inquiry into the 
general problems of the railroad industry’s health or financial condition ; it ig a 
hearing to determine, in the light of our experience, what changes are needed 
in the Railroad Retirement Act and the Railroad Unemployment Insurance Act 
Both the Retirement Act and the Unemployment Insurance Act were originally 
passed during the depression years of the 1930’s. The amendments to the acts 
since that time have been enacted during years with varied economic conditions 
sometimes when the railroads and the Nation were in prosperity, and sometimes 
when conditions were relatively depressed. We are proposing permanent 
changes, related to the whole continuing national policy of social insurance 
development, and not to be determined by transitory fluctuations in general 
economic conditions or in railroad earnings. Nevertheless, since the financial 
condition of the industry has been brought in by the carriers, it is important that 
the committee be correctly informed as to the current situation. Our past 
experience with the representatives of railway management has demonstrated to 
us that the bleak despair and gloomy forebodings we have heard here are atti- 
tudes primarily developed to form a basis for resisting requests of railway work- 
ers. They do not provide a reliable view of the industry’s position. 
The facts are these: 

1. The railroads have recovered from the 1957-58 recession. 

2. The basic railroad financial position is excellent. 

3. Railway employees have made major contributions to the efficiency and 

economic strength of the railroad industry. 


I. THE RAILROADS HAVE RECOVERED FROM THE 1957-58 RECESSION 


A. The carriers came through the recession of 1957-58 in excellent condition with 
no permanent injuries or bruises 


The carriers have emphasized their performance during 1958, and particularly 
the experience of companies which were hard hit by the recession in the early 
part of that year. For our purposes here, no meaningful appraisal of the rail- 
road industry can be based on circumstances resulting from short-turn, tempo- 
rary economic trends. The 1957-58 recession brought a general adjustment of 
inventories by business enterprises throughout the country. Retailers, whole 
salers, manufacturers, and suppliers of raw materials, fearing decline in prices, 
all reduced orders and production so as to reduce stocks of goods on hand. The 
immediate and natural effect of this development was to cut down on the amount 
of materials and products moving in commerce. This resulted in a heavy reduc- 
tion in the amount of transportation needed and the railways accordingly suffered 
a heavy decline in traffic. That is what happened beginning in late 1957 and 
running through the early months of 1958. 

In retrospect, economists now recognize that the 1958 recession was extremely 
deep; but that it didn’t last quite as long as the two previous postwar inventory 
recessions in 1949 and 1954. The railroad industry lived through both of those 
periods and came back with great strength. After the 1949 recession, with 
recovery in 1950, the carriers went forward to new earnings’ records. In 1958, 
they had the greatest net income in their history, surpassing even the best of 
the golden 1920’s and the peak years of World War II. In late 1953, and through- 
out most of 1954, the railways went through another recession period; but, in 
1955, they again advanced to a new peak level, with 1955 breaking the 1958 
record. 

In the 1957-58 recession, railway earnings did decline steeply. During the 
first 8 months of 1958 net railway operating income fell to $392,813,000, which was 
42 percent below the level of the same months of 1956 and 36 percent below the 
level of the same months of 1957. Net income showed an even greater propor- 
tionate decline, dropping to $278,226,000, 48 percent below the level of the 
same months of 1956 and 41 percent below the level of the same months of 1957. 
In the early months of 1958, a large number of individual carriers had net 
deficits. That is, they failed to make their fixed and contingent charges for 
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several months in a row. In January there were 37 such carriers, in February 
there were 45 such carriers, and in March there were 33 such carriers. In hear- 

before this committee last summer, the carrier spokesmen placed great 
emphasis on the railroads that showed monthly deficits in early 1958. How- 
ever, in the later months of 1958, higher traffic and improved revenues brought 
net earnings to those less fortunate roads; most of them overcame the deficits 
of the early months and realized net profits for the whole year. In the final 
accounting at the end of 1958 only 17 railroads failed to earn their fixed and 
contingent charges for the year. 

Although the recession was comparatively severe on some railways, as it was 
for many other industries, no serious damage was done; no new carriers fell 
into receivership or bankruptcy. A few roads reduced their dividends or 
eliminated them for the year, but total dividends for the industry as a whole 
were reduced only moderately. In the first 10 months, the reduction for all 
railways was only about 18 percent below the 1957 levels; and these were only 
slightly under the extremely high payments of 1955 and 1956. 

The real burdens of the recession fell on the employees. Railway employ- 
ment dropped to the lowest levels of the 20th century. As of May 15, 1958, 
only 825,000 employees were working on the railroads. More than 200,000 
railroad workers were laid off in the 12-month period ending June 30, 1958; 
67,000 of these unemployed workers completely exhausted their benefits under 
the Unemployment Insurance Act for that year. And that is one of the real 
problems before this committee: The plight of one-third of this industry’s 
loyal workers, who during 1958 were thrown out of work; whose benefits under 
the present Unemployment Insurance Act were too low to begin with and 
were cut off too soon. 

The experience of 1958 has been extremely illuminating. The railways proved 
their ability to ride an economic recession with ease and serenity. As revenues 
declined, the carriers laid off workers and reduced their payrolls and expenses. 
Net earnings held up at a comparatively high level and most dividend payments 
to stockholders were continued. Over 200,000 employees were thrown out of 
work, and the reserves of the unemployment insurance system were heavily 
depleted. 


B. The recession is over and the carriers are now headed toward high prosperity 


Business conditions began to improve just before midyear of 1958. By August, 
economists recognized that the recession had definitely been arrested and that 
the recovery was underway. By September railroad earnings had also turned 
up. Inthe last 4 months of the year net railway operating income and net income 
had returned nearly to their prerecession level. In the months from September 
through December of 1958 total net railway operating income for all railways 
was $368,932,000, 20 percent above the same period of 1957, and only 6 percent 
under the same period in 1956, a year in which net railway operating income 
exceeded $1 billion. In the last third of 1958 net railway operating income was 
at an annual rate of $1 billion. This is not far below the levels of such record 
prosperity years as 1953, 1955, and 1956. Net income after all charges, during 
the last 4 months of 1958, was $323,774,000, 25 percent over the 1957 level, and 
only 6 percent under 1956. 

Almost all individual railways have shared in this industrywide comeback ; 
the earnings of most carriers have advanced far above the last months of 1957 
and close to the high levels of 1956; some carriers have actually earned higher 
profits than in 1956. 

The outlook for 1959 is excellent. Carloading predictions by shippers’ ad- 
visory boards and other authorities indicate a substantial traffic increase above 
last year’s level. Actual carloadings in the early weeks of this year have already 
advanced beyond last year’s levels. In the latest week for which information is 
soemae, the gain over 1958 was 6.2 percent, the best year-to-year gain in 

years. 

In spite of this gain in traffic and pickup in earnings, there has been no im- 
provement in railway employment. Heavy layoffs continued in 1959. Prelimi- 
nary January estimates place total railway jobs at 810,675; 15,000 below the 
level of last May. 

Most economists are predicting good business for 1959. The Economic Report 
of the President (although phrased with considerable restraint) clearly showed 


general confidence in full recovery, and renewed national growth to unprece- 
dented heights. 
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The railroads fully expect to share in the anticipated recovery in 1959, 
usual, railway spokesmen show little enthusiasm and comment with subdue 
eloquence when they appraise a bright and pleasant future. Nevertheless, Mr 
J. Elmer Monroe, vice president of the Association of American Railroads anq 
director of the Bureau of Railroad Economics, in the conclusion of his review 
of last year’s results, stated: “With the lean and troublesome 1958 behind them, 
the railroads entered 1959 with a more favorable outlook than prevailed at this 
time a year ago. General business trends are currently on the upgrade and seem 
likely to show continued though moderate improvement in the year ahead.” 

The basis for the restraint of railway leaders in discussing their immediate 
traffic and earnings prospects is common knowledge, as the following excerpt 
from an article in the Wall Street Journal on February 11, 1959, shows: 

“Rail unions are certain to try to capitalize on increasing railroad earnings, 
(Because of this, the president of a major eastern railroad concedes privately 
he’s tempering his statements about his line’s improving business.)” Source: 
Wall Street Journal, February 11, 1959, page 1, a feature article by William R. 
Clabby, staff reporter. 

However careful railroad leaders may appear to be in their short-term predic. 
tions of traffic and earnings, most of them hold strong and optimistic views of the 
long-term railroad outlook. Mr. Symes, president of the Pennsylvania Railroad, 
for instance, made the following statement on September 7, 1955, in Chicago: 

“In 1954 they (the railroads) participated in 51 percent of the total intercity 
freight ton miles, or 557 billion ton miles. If the downward trend in rail partici. 
pation of the past 10 years continued unabated during the next 10 years, thep 
by 1965 the railroad would be called upon to handle 650 billion ton miles of inter- 
city freight—17 percent more than last year. If the distribution leveled off and 
the railroads maintained their 1954 participation, they would be called upon to 
handle 790 billion ton miles—42 percent more than last year. If the railroads 
were called upon to handle 55 percent of the total tonnage, that would mean 
852 billion ton miles—53 percent more than last year and 14 percent more than 
they ever handled in their history, which was the war year of 1944. 

“Now, I, for one, am optimistic enough to believe that 55 percent participation 
by the railroad industry should be the minimum by 1965 * * *.” 

Source: Association of American Railroads, Railway Digest of Developments 
and Comments, vol. 10, No. 8, October 1955, pages 242-245. 


II. THE BASIC RAILROAD FINANCIAL POSITION IS EXCELLENT 


An understanding of the condition of the railroad industry cannot be based 
on fragmentary and incomplete evidence relating to a few financial items or toa 
few individual railroads. Any appraisal, to be of real value, must cover ade. 
quately the railroad capital structure and physical condition, the relationship 
between the trends of costs and income, and the long-term trend and outlook 
for earnings. No reliable picture of these elements was presented by any of 
the carrier witnesses who thus far have appeared before this committee. 

The capital structure of the railroad industry today is stronger than it has ever 
been. Prior to the Second World War, a large part of the industry was heavily 
overburdened by debt, with total funded debt in the hands of the public in excess 
of $10 billion. This debt was supported by an investment in road and equipment 
of just over $20 billion. Thus, debt in the prewar years made up about half of the 
total investment. At the end of 1957, investment was over $27.5 billion, but debt 
was down to just over $8 billion—less than one-third of the total investment. 

These debt reductions naturally lowered interest payments and enabled the 
carriers to cover. fixed charges by a much wider and safer margin than ever 
before. Prior to the war, interest alone sometimes claimed as much as 18 percent 
of total yearly revenues. In 1957, interest took less than 4 percent. In 1929, one 
of the best predepression years, income before fixed charges covered such charges 
by a ratio of only 2 to 1. In 1957 the comparable ratio was almost 3 to 1. 
Clearly, from an investor’s point of view, the financial structure of the industry 
has been substantially improved. 

These improvements in the railroads’ financial structure took place over & 
period when the carriers were making enormous investments in additions and 
betterments. Such investments were financed primarily through earnings and 
depreciation accruals, or through relatively short-term equipment obligations 
which were paid off largely from depreciation accruals. 
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The new investment brought about great improvements in railroad equipment 
and road properties. Over half the locomotives in service today are under 10 
rs old. Nearly half of the freight cars are 15 years old or newer. The in- 
dustry has almost completely converted to diesel operation and the overall age 
of the freight-car fleet is lower than it has been for many years. This does not 
mean that more capital outlays for equipment won’t be needed in the future. 
But it does show a significant improvement over past years. 

Track and readway have also been substantially improved. New and greatly 
improved signaling systems have been installed; automatic classification yards 
have been built; ties and rails have been replaced. Railway offices have been 

with new machinery and devices, including electronic computer systems 
to replace old accounting methods. 

The carriers have impaired their properties and equipment during recent 
months through unwise maintenance policies. Many managements have not 
kept their properties in good repair, and thus have lost some of the value and 
return they should have realized from their expenditures for additions and 
petterments.. Overall, however, with resumption of good maintenance, the 
railroad plant may be said to be as good as at any time in history. 

The costs of railway operation have not increased disproportionately. It is 
true that the hourly wage rates of railway workers and the prices paid by the 
railways for materials and supplies have all increased substantially during the 

ar years, in pace with the wage progress of other American workers and 
with the general price level. But unit costs of operation have not increased 
proportionately. Exhibit 1, attached, shows the trend of unit costs of operation, 
the Consumer Price Index and the wholesale price index of the U.S. Department 
of Labor for the years 1922-58. Since the end of the war, total railway costs per 

ton-mile have increased by only 42.6 percent. In the same period, con- 
sumers’ prices have risen 60.6 percent and the wholesale price index by 73.3 per- 
cent. Comparisons based on earlier years reveal similar trends. Thus, the 
actual costs of providing railway service have risen less than the general price 
level, in spite of increases in wages, and prices of materials and supplies and 
other items. 

The carriers have sought for and received successive increases in freight and 

r charges from the ICC during the postwar period. These increases 
have kept railway revenues in line with increases in unit costs. Exhibit 2, 
attached, shows the trend of these elements from 1921 to 1958. 

As a result of all of these factors—the improved capital structure and physical 
condition of the railways, and their ability to keep costs and revenues in 
balance—net earnings have been maintained with great stability during the last 
decade. Exhibits 3 and 4, attached, show the trend of major income account 
items of the railways for the period 1921 to 1958. It will be noted that net 
railway operating income, the operating profit of the carriers, has remained 
remarkably close to $1 billion throughout the postwar years. Prior to World 
War II, the carriers’ net railway operating income frequently dropped well 
below $500 million. Not once during any of the postwar years has it fallen 
below $600 million. Since 1949 it has not dropped below $750 million. Net 
income, which is the final corporate profit of the carriers, also has been extremely 
stable. Prior to the war, the carriers as a whole showed net deficits in some 
years. Since the end of the war, this has not happened and in recent years net 
income has held well above $500 million. ; 

What has proved true for the industry as a whole has been generally true 
also for the individual railroad systems that make up the industry. Most car- 
riers have maintained net income in every postwar year, and a number which 
have occasionally failed to show corporate profits has been very small even 
in the periods of temporary recession. Prior to the war, it was not unusual 
for more than half of the railways to show net deficits, i.e., to fail to make 
their fixed and contingent charges for the year. In recent years, the number 
of deficit carriers has remained low. 

The adequacy and stability of railway earnings can be measured in many 
ways. One of the most reliable measures is the return earned in relation to 
the common and preferred stock in the hands of the public. Exhibit 5, at- 
tached, shows such a comparison for a number of years. In 1957, the latest year 





On Jan. 1, 1959, 8.6 percent of the Nation’s freight cars were reported unserviceable 
because of lagging maintenance; some shippers have expressed fears of a critical car 


ee, ow in the eastern and far western regions. (Railway Age, Feb. 9 
» DP. . 
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for which we have these figures, the railways earned 12.8 percent on their 
outstanding equity capital. All other recent years have shown similar 
rates, generally better than those of most prewar years. It is clear that railway 
earnings have been maintained at relatively high levels during the postwar 
period. 


III. RAILWAY EMPLOYEES HAVE MADE MAJOR CONTRIBUTIONS TO THE EFFICIENCY 
AND ECONOMIC STRENGTH OF THE RAILROAD INDUSTRY 


The railroads are a service industry ; their only product is the transportation 
service provided by the employees, using the facilities and equipment that 
railroad owners and management have made available. Progress in such an 
industry is necessarily achieved through the combined efforts of employees, 
management and investors. Through the years, investors provide improved 
tools and equipment; management organizes, coordinates, and leads; and em. 
ployees, through their ever-improving skills, wider knowledge, and 
efficiency, do the transportation job with progressively increasing efficiency. 

The railroad industry has made an impressive record during the last four 
decades. In 1920 there were 2,022,000 employees of class I railways. The same 
carriers had 48,000 locomotives in road service, 2,300,000 freight cars, and 85,000 
passenger-carrying cars. In that year, the railroads hauled 410 billion ton-miles 
of freight and 46 billion passenger-miles. In 1957, the latest year for which 
we have such complete data, the carriers averaged only 986,000 employees: 
they owned only 13,500 road locomotives, 1,745,000 freight cars, and 15,887 
passenger-carrying cars. American railroads had 52 percent fewer employees, 
72 percent fewer locomotives, 24 percent fewer freight cars, and 55 percent 
fewer passenger cars than in 1920. Yet in 1957 the carriers, using this much 
‘smaller employee force and much smaller plant, hauled 34 percent more traffic 
than in 1920. They carried 618 billion ton-miles of freight, about 50 percent 
more than they had in 1920. Passenger traffic had dropped off from the 1920 
level but not as much as the drop in employment and passenger equipment. 
Expressed in terms of traffic units (which combine ton-miles with passenger 
miles) total traffic in 1957 was 669 billions as against 500 billions in 1920, 

This was a many-sided achievement attributable to no one factor or one 
element. Freight cars were loaded with an average of 33.4 tons in 1957 com- 
pared to 27.6 tons in 1921; the average freight car was hauled 47 miles a day 
in 1957 compared to 25.8 miles in 1921. Train crews moved trains averaging 69.8 
such cars in 1957 at average speeds of 18.8 miles per hour. In 1921 they had 
pulled only 37.4 cars per train at average speeds of 11.5 miles per hour. Gross 
ton-miles per train-hour, an overall measure of operations efficiency, increased 
from 16,555 in 1921 to 59,186 in 1957, nearly a fourfold increase. Even in passen- 
ger service, where traffic has declined, general efficiency has increased substan- 
tially, with trains moving at faster speeds and carrying Many more passengers 
per car and per train. 
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The members of the committee will understand that the achievement of in- 

creased transportation efficiency is an organization achievement to which all 

contribute. Train and engine service employees are able to take longer 

and heavier trains over the road at increasing speeds, in part because the main- 

tenance workers have provided and maintained a better roadway and better 

equipment. Communications workers, station and office employees, and all other 
ups also have increased efficiency in many ways. 

Output per man-hour, the generally accepted measure of employee productivity, 
is measured for the railroad industry in terms of revenue traffic units per man- 
hour. From 1921 to 1958 revenue traffic units per hour increased by 225 percent, 
an average (compounded) rate of increase of 3.3 percent per year. This rate 
yaried from year to year, depending to some extent on fluctuations in traffic; 
however, for the first 20 years of the period (1921 to 1941) the average annual 
rate of increase was 3.4 percent. During the war and in the early postwar 
adjustment years, the rate of advanced slowed; from 1941 to 1949, output per 
man-hour increased at a rate of only 1.3 percent. From 1949 to 1958 (based 
on the first 10 months of operation in 1958) output per man-hour has increased at 
a rate of 4.3 percent per year. Employee efficiency in the railroad industry 
is at its alltime peak ; the current rate of productivity progress is the highest in 
a the workers who have achieved this magnificant record are the 
thousands who have been thrown out of work on short notice, for long periods. 
Those railway men need and deserve the improvements in benefits we are here 
requesting. 

SUMMARY 


We have discussed in this statement some of the broader and more funda- 
mental characteristics of the railroad industry’s position, as contrasted to the 
short-term trends and effects which had been emphasized by the carriers here 
and which have already been reversed in recent months. Permanent changes in 
the railroad social insurance system should be based on the condition and needs 
of railway workers, not on any estimate of the financial condition of the in- 
dustry. To the extent to which the financial position of the railroads is con- 
sidered, however, attention should be directed to long-term, basic factors: the 
fundamental soundness of the railroads’ position as the major common carrier 
of all forms of transportation in the Nation; the assurance of national growth 
and prosperity during the next half century; the basic financial soundness of 
the industry; and the record it made in withstanding the economic recession 
of 1957-58, just as it had the two earlier postwar recessions of 1949 and 1954. 
The railroad industry has achieved great records in improving its operations 
and efficiency during the last 40 years as a result of the integrated efforts and 
cooperation of all elements and all groups. The employees’ achievements in this 
period were indispensable parts of that record of progress; these achievements 
entitle railway employees to have their case for improved retirement and unem- 
ployment benefits considered on its merits. 
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ExHIsit 1 
Total costs per trafic unit and per gross ton-mile, class I line-haul railways 
1922-58 y 
Total costs per— | 1947-49 = 109 
Revenue Gross ton- [0 jee 
Year Total costs ! traffic miles Thousand | Thousand | Con- |Whole. 
units traffic gross ton- | sumer | gale 
units miles price 
index 
lis itp — lilly lel 
Thousands | Thousands Millions 
WR wiieiad..gdirs. $4, 798,906 | 410, 225, 271 1, 027, 937 $11. 608 $4. 668 71.6 
Re er 5, 527,625 | 488, 640, 418 1, 215, 063 11.312 4. 549 72.9 
eos 4, 947, 659 460, 597, 084 1, 185, 195 10. 742 4.175 73.1 
Mees SS 5,001,434 | 485, 714, 707 1, 266, 697 10. 297 3. 948 75.0 
NOOR, Scssscses sect 5, 169,850 | 6514, 701, 537 1, 352, 978 10. 044 3. 821 75.6 65.0 
i sitiaetiet ies cae 5,068,315 | 496, 036, 374 1, 340, 316 10. 218 3.781 | 74.2 62.0 
nS cee ee 4,938,872 | 496, 117, 860 1, 358, 139 9, 955 3. 636 73.3 62.9 
BONE 200895: 300 5, 027,823 | 509, 469, 831 1, 401, 805 9. 869 3.587 | 733) 619 
aT ES | 4,412,318 | 437,079, 238 1, 254, 365 10. 095 3. 518 71,4 56.1 
ain ac ene | 3,662,715 | 353, 013, 721 1, 062, 305 10. 376 3.448 | 650) 474 
Re Leen hth we mo sane 2, 800, 462 | 267, 919, 097 844, 191 10, 453 3. 317 58.4 42.1 
WOSii3S.) Sk... 2, 621,108 | 281, 904, 200 856, 253 9. 208 3. 061 55.3 42.8 
a ee ee 2,808,915 | 304,777, 125 920, 248 9. 216 3. 052 57.2 48.7 
ae a tantiey einai & vi 2, 952, 110 318, 288, 076 949, 375 9. 255 3.110 58.7 52.0 
nck ann ini |  $,385,387 | 384, 087, 844 1, 100, 576 8. 814 3. 076 59.3 52,5 
Beer uvkscs.scccee 8, 575,865 | 409, 931, 097 1, 155, 422 8. 723 3. 095 61.4 56.1 
BD diiseat e cotts | 3,192,617 | 333, 341, 807 990, 605 9. 578 3. 223 60.3 51.1 
SS cette oneicomens 3, 406,175 | 378, 741, 080 1, 089, 201 8. 993 3.127} 50.4 80.1 
esa: Men eeesice 3, 614, 4 420, 777, 915 1, 181, 916 8. 590 | 3. 058 59.9 $1.1 
a ES A 4, 348,444 | 533, 772, 459 1, 413, 206 8. 147 3.077 | 62.9 56.8 
100Riads 220.22 2. 5,981,304 | 745,300, 733 1, 756, 933 8. 025 3. 404 69.7 64.2 
SE ees ciy <b om 7, 604, 956 902, 714, 501 1, 939, 549 8. 524 3. 967 74.0 67.0 
en tao and 8, 330,463 | 928, 344, 624 1, 985, 312 8. 973 4.196 | 75.2 67.6 
Reese sae eee | 8, 050, 101 864, 435, 209 1, 865, 598 9. 313 4.315 76.9 68.8 
| See ee 7, 007, 531 721, 329, 378 1, 662, 849 9. 715 4. 214 83.4 78.7 
tin. anh-oontaennra 7, 904, 224 746, 569, 456 1, 739, 601 10. 587 | 4. 543 95. 5 96.4 
a aS oot alee « 8, 669, 711 720, 274, 822 1, 701, 483 12. 037 | 5. 095 102.8 104.4 
Ps 2c 2SeE. se. | 7, 893,655 | 596, 689, 362 1, 486, 919 13. 229 5.309 | 101.8 99.2 
OGRA: 55 - cb Sse | 8, 433,387 | 652,097, 758 1, 588, 068 12. 933 5.310 | 102.8 103.1 
Pe inteens Seeds 9, 448,069 | 715, 847, 531 1, 680, 500 13. 198 5. 622 | 1110 114.8 
an inane as 9, 502,542 | 682, 773, 648 1, 643, 388 13. 918 5. 782 113.5 111.6 
SOR cb elses cd 9, 554,770 | 669, 123, 705 1, 621, 580 14. 280 5.892 | 114.4 110.1 
WD Sic Os - dnd 8, 496,807 | 607, 830, 816 1, 496, 670 13. 979 5.677 | 114.8) 110.3 
eer 8,978,333 | 680, 666,354 1, 625, 359 13. 191 5. 524 114.5 110.7 
a ee eae 9, 482,697 | 703, 446, 897 1, 653, 970 13. 480 5.733 | 116. 114.3 
Wradss 2 SeT9s 2S | 9, 569, 060 669, 962, 503 1, 587, 410 14. 283 | 6.028 | 120.2 117.6 
0 a oe | %8, 802,331 | 4 593, 326, 149 4 1, 430, 772 14. 836 6.152 | 123.5 119.2 
Percent change 
1958 over— 
BOR isa. dp <nsis 83. 4 44.6 39.2 26.8 $1.8 | 726 |... 
Ditibpescces 75.1 16.5 2.1 50.3 71.5 68. 5 92.6 
ail ithe 158. 4 | 56. 7 31.3 65.0 96.7 | 107.9 137.9 
Sa | 9.3 | —31.4 —2.3 59.3 42.6 60. 6 73.3 
| | j 








| Includes operating costs plus equipment and facility rents and taxes. 
2 Not available. 

3 Preliminary. 

4 Estimated. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statements 


M-100, M-211, M-213, and M-220; U.S. Department of Labor, Bureau of Labor Statistics, Consumer 
Price Index and wholesale price index. 
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EXHIBIT 2 
Revenues per ton-mile and per passenger-mile, class I line-haul railways, 
1921-58 
Neen eee ee IEEEEEITINnIEIEnTEIIEENENEEEEEEEEEEEEEEEEEEEEEEEeeeeeeeeeeee 
Freight Passenger 
Year Revenues Revenues 
Revenue Passenger- 
ton-miles miles 
Amount Per ton- Amount Per pas- 
mile senger- 
mile 
Thousands Thousands Cents Thousands Thousands Cents 
306, 840, 204 $3, 924, 120 1. 275 37, 312, 586 $1, 153, 792 3. 086 
339, 285, 348 4, 005, 559 1.177 35, 469, 962 1, 075, 937 3. 027 
412, 727, 228 4, 622, 365 1. 116 37, 956, 595 1, 147, 589 3.018 
388, 415, 312 4, 345, 538 1. 116 36, 090, 886 1, 076, 457 2. 978 
413, 814, 261 4, 552, 756 1. 097 35, 950, 223 1, 057, 704 2. 988 
443, 746, 487 4, 809, 641 1. 081 35, 477, 525 | 1, 043, 071 2. 986 
428, 736, 962 4, 643, 517 1. 080 33, 649, 706 976, 178 2. 896 
432, 915, 185 4, 691, 147 1. 081 31, 601, 342 902, 330 2. 850 
447, 321, 561 | 4, 825, 622 1. 076 31, 074, 135 | 873, 564 2. 808 
383, 449, 588 | 4, 083, 242 1. 063 26, 814, 825 729, 470 2.717 
309, 224, 879 3, 254, 668 1.051 21, 894, 421 551, 047 2. 513 
233, 977, 009 2, 450, 829 1. 046 16, 971, 044 377, 095 2. 219 
249, 223, 180 2, 492, 678 | . 999 16, 340, 510 329, 342 2.013 
268, 710, 507 2, 633, 399 . 978 18, 033, 309 346, 325 1. 918 
282, 036, 932 2, 790, 551 . 988 18, 475, 572 357, 905 1. 985 
339, 245, 826 3, 308, 541 . 974 22, 421, 009 412, 379 1. 838 
360, 620, 269 3, 377, 908 . 935 24, 655, 414 442, 809 1. 795 
290, 084, 371 2, 858, 077 . 983 21, 628, 718 405, 883 1, 875 
333, 438, 412 3, 251, 006 . 973 22, 651, 334 416, 903 1. 839 
373, 253, 197 3, 537, 150 . 045 23, 762, 359 | 417, 269 | 1. 754 
475, 072, 001 4, 447, 568 . 935 29, 350, 229 | 514, 687 | 1. 753 
637, 983, 503 | 5, 944, 345 . 932 53, 658, 615 1, 028, 186 | 1. 916 
727, 075, 495 6, 782, 463 . 933 87, 819, 503 1, 652, 868 1. 882 
737, 246, 444 6, 998, 615 . 949 95, 549, 090 1, 790, 305 1. 874 
681, 000, 757 6, 533, 767 . 959 91, 717, 226 1, 716, 379 1. 871 
591, 982, 472 5, 786, 556 . 978 64, 673, 453 1, 259, 169 1. 947 
654, 728, 304 7, 041, 185 1.076 45, 920, 576 963, 322 2. 097 
637, 916, 742 7, 976, 285 1. 251 41, 179, 040 | 964, 2. 341 
526, 500, 360 7, 048, 240 1. 339 35, 094, 501 860, 744 2. 452 
588, 577, 756 | 7, 817, 263 1. 329 31, 760, 001 813, 417 2. 561 
646, 620, 439 8, 634, 101 1.336 | 34,613, 546 | 900, 310 2. 601 
614, 753, 676 8, 788, 635 | 1.430 | 34,009, 986 | 906, 185 2. 664 
605, 813, 437 8, 950, 522 | 1, 478 31, 655, 134 841, 962 2. 660 
549, 258,800 | 7,797,885 | 1.420 | 29, 286, 008 767, 283 2. 620 
623, 614, 866 | 8, 538, 286 1.370 | 28,525,744 742, 945 | 2, 604 
647, 077. 041 | 8, 951, 423 1.383 | 28, 184,928 756, 582 2. 684 
618, 193, 517 8, 928, 511 1. 444 25, 884, 493 735, 339 2. 841 
456, 900, 084 6, 696, 766 1. 466 19, 388, 784 557, 240 2. 874 











110 months. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statements 
M-100 and M-220. 
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Selected income account items, class I line-haul railways, 1921-58 


Year 


Railway 
operating 
revenue 


(thousands)! 











$5, 516, 598 
5, 559, 093 
6, 289, 580 

, 921, 496 

510 
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st 


me 
— 
= 


BN 
38 


ror 
moan 


Lee RAS 
—— 
Era SS 


> 90 GO Oo 
SENS 
S2SSS2E 


SSEESS! 
gz2se 


~ 
no 
ote 


COAMP Wwe 


eeneee 


523 

Sor 
— 

5 
i) 


Sife2 
322 


bs a tt 
SSL2SSSeopoM 


326; 
SSES8 


Nets 





| 


Railway 

operating 

expenses 
(thousands) 


ge 


BERS 


ggeges 


SHEESE 





PENNS SS 
Beis 
SRRSSSSs 


a8 


ou 
S 
SaSe 


SRA PwWONPNweND 
sugeyeeegs 
SQgseuSis 


esse; 


NPAPHEN 


BSEERES 


z 
a 


~3 90.90 “I~ 90 90 go 
RBSEE 
ISSESPSIITE2 


Operating 
Tatio ? 


66. 57 
79, 21 


83. 35 | 


78. 27 


77. 26 | 


80. 32 


74. 52 | 


77.39 


76.11 
76. 29 | 
78. 80 


75. 66 
76. 85 
78. 42 
78. 88 


———__ 
| Railway tax | Net railway 


| accruals 
(thousands) 


é 
ik 


sae 
= 

= - 
ee 
BAR 


s 
g 





523: 
zs2 


BRS 
BS 


1, 080, 413 
| 1, 121, 348 

1, 068, 419 
| 7,197 


_SSSS8E85: 


Operating 
neome 
(thousands) 


28 


s = 
SSeeysseeee552548 


BES: 


FE 


geaeeeRe5SSSR28R2 
S=8ZS2zeeS2 


28222 
22522 


761, 745 





! Uncollectible railway revenues included years 1921 to 1935, inclusive. 


2 Ratio of operating expenses (col. 2) to operating revenue (col. 1). 


3 Preliminary. 


Excluded 1936 and after. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, 1921-57; 1958, 
Association of American Railroads, release of Feb. 5, 1959. 
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ExHIBIT 4 


Net income, class I line-haul railways, 1921-58 




















— j j 
Net income Net income 
| esiiiilinas aiken ionistenadiinaiieeiinmeiatiendsadsinaetiaad an 
| 1} Year | | 
nat | Amount Index 1} Amount | Index 
| (thousand) | (1921=100) | (thousand) | (1921=100) 
| | 
| $313, 563 OE SO a Si cee asei $188, 851 60. 2 
369, 573 117.9 || 1941_..- 499, 765 | 159. 4 
554, 995 | 177.0 || 1942_._. 901, 713 287.6 
558, 466 | 178.1 || 1943....-- 873, 478 | 278. 6 
700, 831 | 273.5 || 1944..............-- 667, 188 | 212.8 
809, 054 | 258.0 || 1945. -- 450, 434 143.7 
672, 900 061) W....--.-.- 2206, 287, 139 | 91.6 
786, 824 250.9 || 1947... 478, 875 | 152.7 
896, 807 | 6 |) toes. ...-.-.. 2s. 698, 057 | 222.6 
523, 907 | 167.1 || 1949_- 438, 158 | 139. 7 
134, 762 | 43.0 || 1980..........--...-- 783, 572 | 249. 9 
—139, 204 | ons 1 Eee 693, 176 | 221.1 
8 O08 |... ...-225 28s | 1952. _ 825, 396 | 263. 2 
—16, 887 |. ous EP Me. 903, 227 | 288. 1 
7, 539 | 24.0 || 1054........-.___- 681, 690 217. 4 
164, 630 52.5 || 1955... U faee 927, 122 | 295.7 
98, 058 Sip fe... -.-2-2 2. 876, 333 | 279.5 
—123, 471 aE oe : 737, 431 | 235. 2 
93, 182 29.7 || 1958_- | 602, 000 192.0 
| 








1 Preliminary estimate of Association of American Railroads. 


Source: Interstate Commerce Commission, ‘‘Statistics of Railways in the United States, Statemen 
M-125"; Association of American Railroads, release of Feb. 5, 1959. 


EXHIBIT 5 


Rate of return, based on capital stock’ and net income, all steam railways in the 
United States, 1921-57 


[Dollar amounts in thousands] 





Capital | Net 








Percent Capital Net Percent 

Year stock ! income rate of Year stock ! income rate of 

return return 
Wccachone $6, 673,424 | $350, 540 | 5.3 || 1940..........| $7, 020, 550 $243, 148 3.5 
itennte de 6, 751, 350 | 434, 459 | 6.4 1941_.........| 7,004,290 557, 672 8. 0 
ti eeeinns 6, 847, 048 | 632, 118 9.2 SOc sane 6, 960, 517 992, 843 | 14.3 
| ele sil 6, 805, 830 623, 399 9.2 =r 6, 921, 057 946, 150 | 13.7 
| 6, 885, 437 | 771, 053 11.2 1944. 6, 964, 336 733, 461 10.5 
| ga 6, 830, 465 | 883, 422 12.9 BOGiss ase. 7, 007, 707 502, 250 | 7.2 
Sieve 6, 756, 046 741, 924 11.0 its < ants 7, 013, 558 | 334, 966 4.8 
ta 7, 084, 045 855, 018 12.1 1947__. 7, 001, 804 | 537, 405 7.7 
a te 7, 212. 586 77, 23€ 13.5 1948___ 6, 915, 155 767, 949 | ll. 1 
Fie it-direiees 7, 185, 499 | 577, 923 8.0 1949___ 6, 917, 97' 496, 103 
Gthttessce 7, 111, 029 169, 287 | 2.4 1950 6, 979, 630 854, 951 12.2 
Wieiwsecas- 7, 057,936 | —121, 630 }} 1951_. 6, 998, 197 757, 934 10.8 
7, 174, 773 | 26, 543 .4 isis tncecaan 7, 040, 748 900, 472 | 12.8 
1934... 7, 038, 963 | 23, 282 :O 1) Eianene-- 6, 975, 519 939, 887 13. 5 
aries scn 7, 001, 706 | 52, 177 .7 || 1954 ; 7, 015, 507 712, 252 10. 2 
ee 7, 095, 196 | 221, 591 & 2.H 196K... .| 6,795, 694 958, 849 14.1 
Msetiisicana 7, 068, 863 146, 351 | 2.1 1956__. 6, 574, 440 908, 416 13.8 
1938... | 7,022, 845 —87, 468 st 1957 5, 976, 777 765, 227 12.8 

Wi iediewas. | 6, 990, 933 141, 134 2.0 


' Stock in the hands of the public, not held by railway companies. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States. 
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EXHIBIT 6 


Revenue traffic units per man-hour, 1921-58 


oo 























Revenue traffic units per Revenue traffic units per 
man-hour man-hour 
Year et Ee ae Year eee a 
| I 
Number Index Number Inde 
(1921 = 100) (1921 = 199) 

Sak iene sociale chisel oeliiemaciel vada tices bgieisteegtieenralbopanany haan 

Ne nth a clit oases 92.0 100.0 I a Giga «cher ithinddal ow 160. 9 174.9 
oe ein innen ss a 95. 1 2b | ae ae 178. 5 194.0 
ingen 0 nn phates 99.1 Ag 2 Se ee 216. 6 235. 4 
iio ctatih etelliaehtnk aah 101.7 SO hes dbnns+ < sens eene 236. 5 257] 
its nidecedthassde | 107.1 C5 2 er 232.3 252 § 
_ OSC ees 110. 2 SS as 217.1 236.0 
iis enninoisaiaibia aa 109. 7 OSES | ee 198. 6 218.9 
nee iat sails inte | 115.0 125.0 || 1947...-. dpwmaatgn sue 206. 6 204.6 
Se Guis oddsnpedicinn 117.1 SEG Pc asennescntwocends 203. 2 200.9 
Bis, icmtartintedhea tise 116. 2 SS a ape a 197.7 214.9 
Sah cece ~ ale ote! 116. 1 Fh Se 226. 7 6, 4 
Bo. bug dp eocsbageel 112.6 Se acbcseodise dng 240.3 1.2 
ied thcnanh diiteds : 126, 2 EE ie iis oweditigns we . 240.0 | 260.9 
ast tketoictacass-} 127.2 RES Se eee 240.9 61.8 
shacdidadibn ores saa 133.0 DE Es 6 wea ccccagtie saa’ 246.3 287.7 
i bniccdbadstGiness 143. 6 Bes BLP SOGGis «no ~~ ane depie~e 271.9 295. 5 
Dab isbandcnnbashes 146. 4 BE UE BG shad ec cncesanabte | 285. 2 310.0 
th An desdsedees ann 143. 1 BE WE EN 6 sencponcccslcsuse 2389. 4 314.6 
din cuban iccibessy 152. 2 SEE SE 9. than ccebasedmece 290. 5 325, 5 

' ' | 








110 months. 


Source of basic data: Interstate Commerce Commission, Statistics of Railways in the United States, 
Statements M-220 and M-300. 
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NeT RAILWAY OPERATING INCOME Bounces Back 


Net railway operating income * for large railways of eastern region, 1st 8 months 
and last 4 months, 1956, 1957, and 1958 








Railroad 
a lpia 
Bessemer & Lake Erie R R. Co.: 
Ce ncn uwbecdascdeseooens 


Last 4 months. - 
Boston & Maine RR.: 

ist 8 months 

Last 4 months.-_.- 
Baltimore & Ohio RR. Co. 

Ist 8 months. (aeteedetea. 

Last 4 months a 
Central RR. Co, of New Jersey 


ES ove cccennadesas- . fal 


Last 4 months. 
Delaware & Hudson RR. Corp.: 
(2. cohavcectocee 
Last 4 months om 
Delaware, Lackawanna & Western RR. Co. 
Ist 8 months DB hdewlabcceun 
Last 4 months. 
Erie RR. Co.: 
ist 8 months. - - --- 
Last 4 months. : 
Lehigh Valley RR. ‘Co. 
ist 8 months - 
Last 4 months.- mat 
Long Island RR. Co.: 
Ist 8 months-------- 
Last 4 months--.-_-- 
Maine Central RR. Co.: 
Ist 8 montis. 
Last 4 months. 
New York Central RR. Co.: 
Ist 8 montis. ial 
Last 4 months-_-__- ae 
New York, Chicago, & £t. Louis RR. Co.: 
ist 8 months ; 
Last 4 months-__- 
New York, New Haven & Hartford RR. Co 
Ist 8 months. 
Last 4 months.._.....-.-___- 
Pennsyl ania RR. Co.: 
ist 8 months _ _-- 
i Edn namnnaeee 
Pittsburgh & Lake Erie RR. Co 
ist 8 months- -_......--- 


litem spdibiciesn’ 


Reading Co.: 


es £o8 nos cbdetaseiaccccoceks 
a cies 


Western Maryland Ry. Co.: 


Eh Sasa epee cin steno kes 
ie 




















Net railway operating income Percent 
ae NE change 
1958 over 
1956 1957 1958 1957 
$3,051,117 | $5, 117, 101 $312, 643 —93.9 
2, 518, 247 1, 530, 350 2, 066, 574 +35. 0 
3, 454, 403 3,770,308 | ~—228,103 }2.:...._. 
1, 304, 240 1, 748, 805 2, 135, 340 +22.1 
26, 732,619 | 25, 050, 040 18, 636, 712 —25.6 
16, 726, 088 12, 867, 404 9, 952, 252 —22.7 
2, 843, 910 2, 258, 560 | 144, 522 —93.6 
1,706,758 | —_‘1, 124, 787 187, 368 —83.3 
| 
7, 077, 691 5,891,069 | 2, 575, 877 —56.3 
3, 453, 036 2,966,891 | 2,044, 678 —31. 1 
| j 
5,461,303 | 2,195,188 | —1,504,305]... 
2,703,076 | 1, 256, 500 | 30, 946 —97.5 
9, 336,760 | 6, 727, 218 — 666, 402 |... 
5,976,300 | 4,087,592 | 3,339,254; —i8.3 
} ; 

4, 148, 966 | 741, 996 | —2, 937, 844 |_ 5 
2, 576, 572 | 204,093 | —423, 648 |_- i 
| | | 

689,665 | 1, 309, 049 | 671,789 |  —48.7 
1, 217, 383 | 809,277} 1,140,922} +41.0 
1,779,646 | 1,390,766} _—_ 1, 168, 165 —16 0 

826, 394 754, 706 | 696, 416 —7.7 

| 

40, 336,374 | 22,941,847 | —6,319,313 an 
17, 984, 365 6, 590,509 | 18,143,492 | +175.3 
13, 701, 900 12,715,059 | 7, 964, 630 —37.4 
7, 930, 208 6,977,676 | 7, 483, 532 +7.2 
12, 359 1, 267,554 | —4,121,158 |_......___ 
2,523,472 |  —924, 405 —184, 380°}.-...._.-. 
45, 831,639 | 34,452,550 | —4,319,627}__.....___ 
21,289,318 | 8, 691, 481 16, 057, 638 +84. 8 
6, 068, 930 6, 581, 383 4, 284, 133 —34.9 
4, 727, 897 3, 298, 462 3, 607, 071 +9. 4 
9, 627, 672 10, 687, 190 4 938, 638 —53.8 
6, 606, 633 5, 714, 874 4, 317, 740 —24.4 
6, 682, 194 8, 134, 782 5, 449, 991 —33.0 
4, 249, 318 4, 063, 575 4, 123, 918 +1.5 








! Net railway operating income is the oper..ting profit aiter t ixes, the fi,ure used by the Interstate Come 
merece Commission as the measure of returns of railway opc rations. 


Source: Interstate Commerce Commission, statements M-125, 
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Net railway operating income* for large railways of Pocahontas States (V irginia, 
West Virginia, Kentucky), 1st 8 months and last 4 months, 1956, 1957, and 
1958 


. ~ - - en 





Net railway operating income P 
i : . —— — p 
Railroad oe | cent 


eerie penne —— ain change, 
1956 1957 | 1958 | a m 

a tree ee eae Sneha 
Chesapeake & Ohio Ry. Co.: ] 

Ist 8 months- - --- --- Soensen -----------| $49, 202, 455 51, 159,461 | $36, 114, 190 —2.4 

EE NM nnn arnnscdpucrcet bene ea 28, 369, 362 26, 995, 301 27, 326, 156 12 
Norfolk & Western Ry. Co.: 

Ne ie ccclidaceimactneibenesesss digit 24, 669, 205 28, 934, 834 22, 336, 463 2.8 

Last 4 months_-_----- 16, 646, 340 15, 740, 958 21, 473, 959 +36, 4 
Richmond, Fredericksburg ¢ & Potomac RR. Co.: | 

ist 8 months... ees 2,308,904] 2,124, 513 | 1,204,900|  —ap9 

SPRING 22. 50.620, oe... bs eee 1, 054, 300 856, 552 1, 356, 056 tans 
Virginian Ry. Co.: 

i 6 moms... .....--. a Jip singe remain 10, 205. 412 13, 497, 728 8, 812. 114 —34.7 

I 5s ecnccwcnsedmnses~senedenins 6, 050, 153 5, 578, 501 5, 203, 558 ~67 








1 Net railway operating income is the operating profit after taxes, the figure used by the Interstate Com- 
merce Commission as the measure of returns of railway operations. 


Source: Interstate Commerce Commission, Statements M-125. 


Net railway operating income’ for large railways of Midwestern States (east 
of the Mississippi), 1st 8 months and last 4 months, 1956, 1957, and 1958 





—_—_$s$_ $= —_ 





' 
Net railway operating income Percent 
Railroad doncicnengheitoa a __| change 
| : | 1958 over 
1956 1957 1958 1957 


Chesapeake & Ohio Ry. Co.: | 











ist 8 months. - $49, 202,455 ; $51,159,461 | $36,114,199; -294 

Last 4 months_ . obdeasde 28, 369, 362 26, 995, 301 27, 326, 156 +1.2 
Chicago & Eastern [Illinois RR. Co.: 

Ist 8 months_- sod cack 2, 729, 098 2, 808, 040 948, 693 66.2 

Last 4 months_ oSuin ooo bees egads 1, 923, 580 771,732 | = 1, 200, 479 +55.6 
Elgin, Joliet & Eastern Ry. Co.: 

ist 8 months -. 2, 876, 587 3, 089, 137 255, 425 ~91.7 

Last 4 months | 1, 889, 123 1, 273, 569 2, 292, 187 +80.0 
Erie RR. Co.: 

ist 8 months - -- : ie 9, 336, 760 6, 727, 218 —666, 402 |......_.. 

Last 4 months-.-- ee és 5, 976, 300 4, 087, 592 3, 339, 254 —18.3 
Gulf, Mobile & Ohio RR. Co.: 

lst 8 months- - - ---- ‘ 4, 756, 271 3, 140, 423 2, 879, 178 83 

Last 4 months- ‘ be hie 2, 767, 806 1, 945, 230 2, 806, 245 +44.3 
New York Central RR. Co.: 

Ist 8 months ----- inne ‘ pablo 40, 336, 374 22, 941, 847 —6, 319, 313 |.......- 

Last 4 months. ‘ 17, 984, 365 6, 590, 509 18, 143, 492 +175.3 
New York, Chicago, & St. Louis RR. Co.: | 

Re tk. od accesedangebnasGes | $13,701,900 | $12,715, 059 $7, 964, 630 —37.4 

Last 4 months... ...........- dl dine ae at 7, 930, 208 6, 977, 676 7, 483, 532 +7.2 
Norfolk & Western Ry. Co.: 

Ist 8 months---......-- oe sama tedainnatat 24, 669, 205 28, 934,834 | 22,336, 463 —22.8 

ae 16, 646, 340 15, 740, 958 | 21, 473, 959 +36.4 
Pennsylvania RR. Co.: 

SUIT oo nn 5 son- oon nay cose ntnashiadedsd , Ae 34, 462, 850 | —4, 319, 627 |.......... 

Last 4 months---.-- siikccocele coil elit stapes tile 21, 289, 318 . 691, 481 16, 057, 638 +34. 8 
Wabash RR. Co.: 

se 6 meee... ............ secaquaegedeabuan 6, 590, 382 6, 495, 403 | 2, 727, 708 — 58.0 

Last 4 months_- SILI) = § 609,104] 4,485,382 | = S0assez | -824 
Illinois Central RR. Co.: | 

ina tom iran abmede numbed 17, 981, 859 12, 889, 419 | 11, 547, 781 —10.4 

Last 4 months-_--_- Slinncacbcaetianteel iiewalen 10, 028, 257 7, 943, 678 11, 748, 489 +-47.9 

| 


Source: Interstate Commerce Commission, Statements M-125. 


1 Net railway operating income is the operating profit after taxes—the figure used by the Interstate Com- 
merce Commission as the measure of returns of railway operations. 
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Net railway operating income’ for large railways of Southeastern States, 
1st 8 months and last 4 months, 1956, 1957, and 1958 























| 
| Net railway operating income Percent 
Railroad a a —foeetat gst ee change 
} 1958 over 
1956 1957 | 1958 1957 
———————————— — ss = pare — aaa ” . Sn 
Coast Line RR. Co.: | 

a, I Eli nindindactbnbilidans sahéncebeels | $6, 342, 750 $6, 573,034 | $4, 875, 708 —25.8 

eee ae 2, 925, 359 2, 633, 298 3, 750, 661 +42. 4 
Central of Georgia Ry. Co. 

ist § months- .-- ..--..---.-----.---------------- 3, 685, 286 3, 254, 321 2, 060, 078 —36.7 

Last 4 months. 1, 199, 518 1, 652, 517 1, 963, 125 +18.8 
Cincinnati, New Orleans & Texas Pacifie Ry. Co.: 

SIE a. sno ncnccecnccsnesenesecese Ssaena| 5, 360, 000 5, 273, 522 3, 359, 295 —36.3 

Last 4 months ._.-----.---- sipbimpa nannies Cadi | 2, 894, 960 3, 140, 820 2, 948, 628 —6.1 
Florida East Coast Ry. Co.: 

Soe 6 MEMES .... ..... 0-2 -02-- 0. --- 2-02-22 ee 3, 091, 345 2, 171, 486 1, 298, 537 —40.2 

de ins tnrincnddiiudencacwdobekennee 1, 167, 701 685, 208 | 264, 288 —61.4 
Gulf, Mobile & Ohio RR. Co.: 

tet 8 months. . .......-.....-.--..- pare raleaaabicasied 4, 756, 271 3, 140, 423 | 2, 879, 178 —8.3 

Dese4 months: ...............---------------4-- 2, 767, 806 | 1, 945, 230 | 2, 806, 245 +44.3 
Illinois Central RR. Co.: 

ist 8 months---.-.---.----- prembunacdasonnscoash 17,981,859 | 12, 889, 419 11, 547, 781 —10.4 

ee bic bate 10, 028, 257 | 7,943,678 | 11, 748, 489 | +47.9 
Louisville & Nashville RR. Co.: | 

0 Sa ee vihihnn cecnlge aati | 20, 538, 446 16, 072, 125 10, 505, 823 —34.6 

Last 4 months.__....-...-... nila acad bie Bag 10, 149, 489 7, 756, 463 8, 315, 270 +7.2 
Seaboard Air Line RR. Co. | | 

SN i hi oon nngickndiacasncsumweaaatinie 16,081,018 | 14, 505, 544 11, 827, 185 | —18 5 

NR 6 cnsndddndetniaasoanbtingditintta 6, 856, 989 7,335, 889 6, 579, 219 —65 
Southern Ry Co.: " 

BD MNMGUS. .. ....- 62200525 - 22 - see neecene | 30,065, 801 26,203 134 | 23,175,748 —11.9 

IEG, noccdmdatwdddnsncnwnctissqateas 15, 625, 567 | 14, 237,663 | 14,300,414 +0.4 





Source: Interstate Commerce Commission, Statements M-125. 
1 Net railway operating income is the operating profit after taxes—the figure used by the Interstate Com 
merce Commission as the measure of returns of railway operations. 


Net railway operating income’ for large railways of Northwestern States, 
Ist 8 months and last 4 months, 1956, 1957, and 1958 














1, 275,443 | +171.2 


Net railway operating income Percent 
Railroad eas ee epee ne re 
| | 1958 over 
| 1956 1957 | 1958 1957 
| 
Chicago & North Western Ry. Co.: | 
sn alaniennde .| —$6, 479,516 | $4,094,960 | $4, 693, 171 +14. 6 
nck wianenee | 6, 583, 957 1,374,972 | 4, 167, 666 +203. 1 
Chicago, Burlington & Quiney Ry. Co.: | | 
iter cin a nn aakwbnwens incense alone | 15,193,007 | 18, 259, 130 13, 645, 077 | +2.9 
Last 4 months___.__.____- --| 10,349,280 | 7,742, 262 10, 027, 726 +29. 5 
Chicago, Milwaukee, i St. Paul & Pacific RR. Co.: | 
ist 8 months. . sbi Gas | 9, 011, 278 8, 397, 181 6, 680, 776 —20.4 
te ce sod 8, 333, 656 8, 021, 512 10, 190, 217 | +27.0 
Duluth, Missabe & Iron Range Ry. Co.: 
A 6 Lc cidiuccadaagamowesce _...| 2, 292, 185 6,208,628 | 1,019,273 | 83.8 
(TE Eee ry 3, 242, 809 2, 389, 607 1, 601, 145 —31.6 
Great Northern Ry. Co.: 
Ist 8 months. - - PN ee. £8 Se a ae | 16,301,911 15, 650, 361 10, 968, 006 —29.9 
Last 4 months. ___. _| 14, 105, 563 9, 203, 342 14, 855, 304 +61.4 
Minneapolis, St. Paul & Sault Ste. Marie RR. Co.: | | | } 
tS months...........- mel 2, 105, 940 | 2, 036, 658 558, 771 | —72.6 
Last 4 months. _. pa ren oe 1, 707, 461 | 732, 027 2,741,118 | +2745 
Northern Pacific Ry. Co.: 
Ist 8 months__. _- eee ae dctc heath aise! 10, 692,071 | 10,092,225 | 9, 410, 249 —6.8 
Last 4 months_____ Seattle ad 7,183,152} 7,309,444 8, 815, 070 +20. 6 
Spokane, Portland & Seattle Ry. | 
Ist 8 months_______ ee SE ee eee 4,208,429} 2,290,684 | 2,575,356 | +12. 4 
nas kcnhnacanncamcninaiaed 1,501,048 | 1,238,141 | =1,101,192,; —I11 
Union Pacific RR Co.: 
ein ceeeasael See | 23,016,493 | 22, 528, 167 | —2.1 
Last 4 months__...._____- SERRA > | 15, 481, 508 15, 801,531 | 20,932,917 | +32. 5 
Wisconsin Central Ry. Co.: 
a 2, 100, 923 | 1, 379, 395 | 950, 535 | —31.1 
a i 1, 320, 010 | 470, 361 | 
! 





‘Net railway operating income is the operating profit after taxes—the figure used by the Interstate 
Commerce Commission as the measure of returns of railway operations. 
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Net railway operating income’ for large railways of Central Western States, 
1st 8 months and last 4 months, 1956, 1957, and 1958 


ee 





Net railway operating income 

















Railroad laggy = 
1956 1957 1958 

Atchison, Topeka & Santa Fe Ry. Co.: 

nae et. a a ec noghinbatkbene $44, 116,938 | $39,847,883 | $37, 369,976 

3 YS aaa. a eee ae 21, 221, 471 16, 461, 890 25, 911, 947 
Chicago & North Western Ry. Co.: 

ee SS oC ac nauatucsenkoacssscekebnbede —6, 479, 516 4, 094, 960 4, 693, 171 

Se a oS alla me cn ak aeh ee teiniom 6, 583, 957 1, 374, 972 4, 167, 666 
Chicago, Burlington & Quincy Ry. Co.: 

iE METER Sig dea dacwdeccsceunentnsabebews 15, 193, 007 13, 259, 130 13, 645, 077 

NE Cae a ae 10, 349, 280 7, 742, 262 10, 027, 726 
Chicago Great Western del Co.: 

lst 8 months- a odvctianigsesktebite cts 2, 959, 247 3, 099, 086 2, 827, 700 

Bee RN. ee. oda eas 1, 440, 110 1, 426, 780 1, 400, 263 
Chicago, Milwaukee, St. Paul & Pacific RR. Co.: 

Ist Dae ia... et sie uke 9, 011, 278 8, 397, 181 6, 680, 776 

EINE Sao. So csat cenenccestatadsessn 8, 333, 656 8, 021, 512 10, 190, 2.7 
Chicago, Rock Island & Pacific RR. Co.: 

ie a Sn, SO ss sin aleertieeed 13, 575, 252 10, 542, 56 8, 595, 148 

NT Ek nc cle cllcineny maadatiataees 6, 805, 788 3, 730, 866 4, 593, 709 
Denver & Rio Grande Western RR. Co.: 

ee a ee 5s i dn ducnwbonasoutiitnde 9, 282, 238 10, 4€8, 524 7, 290, 123 

RE Ore ns ). Scin ec nce sosmdbasind 6, 211, 809 5, 565, 717 5, 975, 541 
Kansas City Southern Ry. Co.: 

PM od re mee bebnedae 5, 412, 225 5, 400, 234 4, 869, 237 

SE a ee kc chwvccnmcdsadndeces 2, 509, 224 2, 594, 914 2, 834, 940 
Missro.iri-Kansas-Texas RR. Co.: 

Re IN eh SEs nmcinp bebe aus 3, 493, 178 1, 828, 693 2,825 160 

Ge indo nwunciddecdandbddbdecsd 1, 830, 779 461, 530 1, 613, 177 
Missouri Pacific RR. Co.: 

a ie aig han cileatel wisn anges 26, 211, 666 24, 242, 969 20, 408, 755 

Last 4 months 13, 111, 654 11, 512, 574 13, 819, 405 
St. Louis-San Francisco By. Co.: 

Ce enn aacheniiua * i¢teeedineresioe 8, 936, 818 7, 422, 893 6, 670, 857 

I 2S, eens deeming eae 5, 264, 225 3, 842, 479 5, 062, 623 
Union Pacific RR. Co.: 

ist 8 months--_.-__.-....-- nabthintetestbsashboue 26, 655, 654 23, 016, 493 22, 528, 167 

I I 5 eee n coon dn abiqetebnn senha 15, 481, 508 15, 801, 531 20, 932, 917 
Western Pacific RR. Co.: 

NS rs cnentioniieniaiia on 4, 360, 925 5, 088, 839 4, 280, 019 

a oo che nenenwieneomentt naplbeerads 2, 391, 944 2, 040, 830 3, 085, 646 





Percent 


——  ————————————————————————————————————T—.?00C C80 —E 


Source: Interstate Commerce Commission, Statements M-125, 


1 Net railway operating income is the operating profit after taxes—the figure used by the Interstate 
Commerce Commission as the measure of returns of railway operations. 
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Net railway operating income’ for large railways of Southwestern States, 
1st 8 months and last 4 months, 1956, 1957, 1958 








Net railway operating income Percent 
Railroad change 
1958 over 
1956 1957 1958 1957 
i 
, Toneka & Santa Fe Ry. Co.: 
ae DEED. .cttidjuoccatinsvectibbsbecceencoscnae $44,110,938 | $39,847,883 | $37,369,976 —6.2 
Last 4 months___...._-- at lehtrata ne ce 21, 221, 471 16, 461,890 | 25, 911, 947 +57. 4 
Chieazo, Rock Island & Pacific RR. Co.: 
ist 8 months... -.------------------------..----. 13, 575, 252 10, 542, 566 8, 595, 148 —18.5 
See @ MONCUS.......--.-.-2...--.--- 22s oss 6, 805, 788 3, 780, 896 4, 593, 709 +21. 5 
Kansas City Southern Ry. Co.: 
Bs gcinacnenecsséenenireccncsqedusccas 5, 412, 225 5, 400, 234 4, 869, 237 —9.8 
Best 4 months......................-.-........- 2, 509, 224 2, 594, 914 2, 834, 940 +9.2 
na & Arkansas Ry. Co.: 
Mee months. . .....-.----......-.-----.-105.-+- 3, 695, 006 2, 688, 760 1, 908, 561 —29.0 
Lest 4 months..........-...--....---.-.-.-....- 1, 736, 141 1, 324, 786 1, 251, 411 —5.5 
Missouri-Kansas-Texas RR. Co.: 
ies 6 monthe. . .......----..-----------.-.---.-. 3, 493, 178 1, 828, 693 2, 825, 160 +54. 5 
tem 4 months. .................-.....-.-.-... - 1, 830, 779 461, 530 1, 613, 177 +249. 5 
Missouri Pacific RR. Co.: 
SS cnSvccocconcudaesse ocncedeuienls 26, 211, 666 24, 242, 969 20, 408, 755 —15.8 
Last 4 months-._..- Be ie tated habs amatdtgicte 13, *11, 654 11, 512, 574 13, 819, 405 +20. 0 
St. Louis-San Francisco Ry. Co.: 
ist 8 months. - --- wee decenanesernnensnecdee- 8, 936, 818 7, 422, 893 6, 670, 857 —10.1 
Last 4 months. . - - . “ 5, 264, 225 3, 842, 479 5, 062, 623 +31.8 


St. Louis, San Francisco & Texas Ry. Co.: ee 


ist 8 months. - - - 162, 782 74, 370 143, 433 +02.9 

Last 4 months-...--.-----.-. 41, 063 103, 793 444,415 | +4328.2 
St. Louis Southwestern Ry. Co.: 

SE Gacn~ 2-2. ~04eee----- ae aeans ots 7, 355, 442 6, 317, 713 5, 555, 823 —12.1 

Last 4 months. --- - non-+-s- ie 3, 557, 290 3, 414, 198 3, 405, 257 —0.3 
Southern Pacific Co.: 

Ist 8 months. -.--.--.----.- -----------| 28,880,422 | 29,294,909 | 29, 652, 822 +1.2 

Last 4 months. ..-- wngonaee-e---------------~{ 12,344,873 | 15,784,704 | 13,867,817 —11.9 
Texas & New Orleans RR. Co.: 

ist 8 months ----------------. --+ -- 5,211,989 } 5,556,685 | 4,205,206 | 24.3 

Last 4 months..------.--.--------.---.. -| 2,335,046 | 3,248,617 | 3, 198, 550 ~L$ 
Texas & Pacific Ry. Co.: 

Ist 8 months... ..------.-- --| 5,774,332 | 3,950,867 | 2, 231, 691 —43.6 

Last 4 months. -----...----.--.--------...-----] 3, 558, 247 2, 320, 572 2, 533, 747 +9.2 








Source: Interstate Commerce Commission, Statements M-125. 


! Net railway operating income is the operating profit after taxes—the figure used by the Interstate Com- 
merce Commission as the measure of returns of railway operations. 


SavINGS RAILROADS HAvE MApDeE Srnce 1948 REDUCTION oF THE ORIGINAL 3 PER- 


cent TAX RATE FOR THE RAILROAD UNEMPLOYMENT INSURANCE SystEM Top 
$1.1 BILLION 


In 1948 the tax paid by the railroads under the Railroad Unemployment Insur- 
ance Act was reduced from the original 3 percent of taxable payroll to a rate 
ranging from one-half of 1 percent to a maximum of 3 percent, depending upon 
the balance in the railroad unemployment insurance account. Under this amend- 
ment the railroads have saved over $1.1 billion from the amount they would have 
paid into the fund had the tax rate of 3 percent set in the original Railroad 
Unemployment Insurance Act been continued throughout this period. The follow- 
ing table, compiled by the RLEA from official figures supplied by the Railroad 
Retirement Board, shows how this saving has come about. 
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Taxable payroll and accrued contributions under the Railroad Unemployment 
Insurance Act, at actual rates and at 3 percent, calendar years 1948-58, ang 
savings to railroads resulting from the reduced rates established 1948 


[In thousands of dollars] 








——..., 











| Accrued contributions 

— wise ttchaibseitielidp cinnsmcitapinainiathad 

Year | payrol | railroads 

At actual At 3-percent | meats 

rates | rate 

DN  ecenln hele IIL win m a Din ee Suelo ncdWUbaene | 4, 952, 000 | 24, 760 148, 560 123, 80 
1080......... BE... debt iclcaachsbaaewe 4; 609, 000 | 23, 045 138, 270 | 115, 295 
re ini tnme btennnetnwnbeonressh! - Cn | 23, 520 141, 120 | 117, 600 
1951 _- ‘ 5, 111,000 | 25, 555 153, 330 | 127, 775 
i cit bb ee Ase eased ie hoe tens ntabawstee 5, 046, 000 | 25, 230 | 151, 380 | 126, 150 
a Ee 4, 989, 000 | 24, 945 149, 670 124, 795 
ck eo Dee bad Mee | 4, 707, 000 | 23, 535 | 141, 210 117, 675 
ii ela et iid Onnncd UG) de ouboneadckthseuk 4, 925, 000 | 24, 625 147, 750 123, 195 
NE i nel nncdvindigiatansncabupoelh tack cae 5, 0.0, 000 | 75, 900 151, 800 75, 900 
1957_- pintide Sat elke dvccetens haute 4, 8.0, 000 | 97, 200 145, 800 48, 600 
1958 (estimated)...__-_-_----____- oisioniaaten | 4, 200, 000 | 105, 000 | 126, 000 | 21, 000 
ees. oes 25... Diet bunch ae 53, 163, 000 473, 315 | 1, 594, 890 1, 121, 575 


: +h actual rate was 0.5 percent for 1948-55, 1,5 percent for 1956, 2.0 percent for 1957, and 2.5 percent 
or 1903. 

The Cuarrman. Mr. Younger? 

Mr. Younecer. On this one sheet of the Railway Labor Executives 
Association: Did the original plan adopted provide for a 3 percent 
tax all the way through ? 

Mr. ScHoEne. Yes, it was, Mr. Younger. Originally the benefits 
were designed to be what we thought could be supported by a 3 percent 
tax. It was soon learned that the benefits ae ak be as restrictive 
as they had been made. They were very conservatively framed in the 
first place, because experience was lacking; but it was discovered that 
they could be liberalized, and they were liberalized a time or two, 
Nevertheless, by 1948 nearly a billion dollars had accumulated in the 
reserve account, and the railroads had been agitating for several years 
that that was an unnecessarily large reserve and ‘that we ought to 
have this sliding scale, which was then adopted in 1948, with the result 
that the tax rate immediately fell to one-half of 1 percent and remained 
there over the bulk of this period. It has only recently gone back to 
the 3 percent. 

Mr. Youncer. Then the saving was made by the employees who did 
not draw on the fund. I mean, if they had drawn on it, the railroads 
would still have had to pay the 3 percent, would they not ? 

Mr. Scuornr. Yes, they would have had to pay the 3 percent if 
the benefits had been paid out so as to reduce the reserve at an earlier 
date. 

Mr. Youncer. So the employees that were not qualified for unem- 
ployment, really, made the saving ? 

Mr. Scnorene. Well, if the reason for their not being qualified was 
that they were employed, I would agree with you. If they were un- 
employed but disqualified for some reason, they would not be. It was 
a period of favorable employment experience. There is no question 
about that. 

Mr. Youncer. That is all I have, Mr. Chairman. 

The Cuatrman. Mr. Avery? 

Mr. Avery. Just one short question, Mr. Schoene. 
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Your opening statement, I believe, was that you felt that the rail- 
roads had substantially recovered from the recession that overtook 
them in the first three-quarters of 1958. Are you of the opinion then, 
that the gross employment by the railroads will probably level off 
about where it is now, about 850,000, as I recall, in January of 1959? 

Mr. ScHoENE. It is less than that. = S ; 

Mr. Avery. It is less than that? Well, in view of your observation 
that you feel the railroads have substantially recovered, then do you 
feel that that is about the maximum employment that might be an- 
ticipated ? 

Mr. Scuornr. Well, I hope not. I think that there are a number 
of factors to be considered in that respect. I think there has been 
q considerable deferment of maintenance work, both as to road and 
structures and as to equipment, and that has got to be caught up. And 
I don’t see how the present work force can operate the railroads over 
an extended period of time. 

There is further the matter of what policies the railroads are going 
to follow about stabilizing employment, recapturing business. We 
have had discussions during the course of these hearings about the 

sibilities of capturing that business that has gone to other modes of 
transportation. It is our view that business can be recaptured, a lot 
of it, at least, but in order to do it, the public has to be provided with 
better service than they are being provided, and more employees are 
required to get the business back. oY 

Mr. Avery. In other words, you view with some optimism, then, the 
figure of 1 million, and hope that it might approach that in the reason- 
ably near future / 

Mr. Scnoenr. I certainly hope that. 

Mr. Avery. I do not want to be the cause of your missing your plane, 
so will ask you this: Will you write me a little memorandum, at your 
own pleasure, and I will get consent to have it inserted in the record— 
why the unemployed railroad worker is entitled to a higher rate of 
unemployment insurance than would be an employee in another form 
of employment. 

Mr. Scuornr. I would be glad to supply that. 

Mr. Avery. That question has come up here several times, and there 
really has not been any evidence or any reply given to that. 

And, Mr. Chairman, may I have permission to have that inserted 
into the record ? 

The Cuarrman. You may supply that for the record, Mr. Schoene. 

Mr. Scnorne. I will be glad to do that. 

(The information referred to is as follows :) 


RatiLway LAsor EXECUTIVES’ ASSOCIATION, 


Washington, D.C., February 18, 1959. 
Hon. OREN Harris, 


Chairman, Committee on Interstate and Foreign Commerce, 
US. House of Representatives, Washington, D.C. 


Deak Mr. CHAIRMAN: In the course of the hearings on H.R. 1012, at the con- 
clusion of my rebutal testimony on February 17, Mr. Avery, of Kansas, requested 


that I submit a discussion for the record concerning unemployment insurance 
benefits. 
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As I recall it, Mr. Avery asked me “why the unemployed railroad worker is 
entitled to a higher rate of unemployment insurance than would be an employee in 
another form of employment.” 

In response to Mr. Avery’s request, a response on that point is attached hereto, 

Sincerely yours, 
LesTer P. SCHOENE, Counsel, 

Enclosure. 


To my knowledge, no responsible representative of railway labor hag eyer 
indicated that railroad employees are entitled to or should be afforded prefer- 
ential treatment in the administration of the unemployment insurance program. 
We do not believe that railroad workers are entitled to higher wnemployment 
insurance benefits than workers in other industry. 

The question of the adequacy or the inadequacy of railroad unemployment 
insurance benefits very often rises out of comparisons between the Railroag 
Unemployment Insurance Act and the unemployment insurance statutes in the 
several States. More often than not persons making comparisons between the 
State systems and the Railroad Retirement System describe the railroad system 
as disproportionately high because in some instances they afford a larger degree 
of protection than the State systems. The fallacy of this comparison is the 
implied assumption that the State systems are model and that all other pro- 
grams ought to be in conformity with them. This assumption is inappropriate, 
As a matter of fact, the State systems of unemployment insurance in almost 
every instance are woefully inadequate and indefensible in terms of human 
need. 

When he assumed office as Secretary of Labor in the Eisenhower adminis. 
tration, one of the first actions taken by the Honorable James P. Mitchell wag 
to order a sweeping study of the State unemployment insurance systems by the 
Department of Labor. Secretary Mitchell assigned Assistant Secretary of Labor 
Rocco Siciliano the task of coordinating the efforts of the Department in this 
area. Mr. Siciliano wrote the Governors of the various States requesting their 
cooperation in seeking means of improving the standards of both benefits and 
coverage of these State systems. Admittedly, the efforts of Secretary Mitchell 
have not had much result but they do point up the fact that these State systems 
of unemployment insurance compensation are inadequate. 

Because these State systems of unemployment compensation are inadequate, 
workers in other industries have taken steps in the collective bargaining area 
to strengthen their protection. In steel and in automobile production, strong 
unions have negotiated supplemental unemployment insurance benefits. In the 
ease of these industries and of others who have done likewise, the cumulative 
result has been to render the unemployment insurance coverage in these indus- 
tries more attractive than the coverage now provided by the Railroad Unen- 
ployment Insurance Act. 

The improvements provided in H.R. 1012 under discussion in these hearings 
would bring the Railroad Unemployment Insurance System up to the level of 
coverage now enjoyed by workers in steel, automobile, and other industry. 

In summary, let me say that railroad employees do not seek preferential 
treatment, but on the other hand, we do not regard inadequate State systems as 


a fair standard of measurement in determining the adequacy of benefits for 


unemployed railroad workers. You will recall that in 1958 the Congress recog- 
nized the inadequacy of these State benefits by enacting special legislation sup- 
plemental to them to offset the effects of the 1957-58 recession. We believe that 
the level of benefits and the extent of benefits in H.R. 1012 are justified and 
defensible and we urge their adoption. 


The CuarrMan. Mr. Keith? 

Mr. Kerru. Mr. Schoene, you suggested that by contrasting the 
railroad retirement account with that of social security, the previous 
witness was overlooking the right of the railroad employee to share 
in the increased standard of living of the country. That assumes that 
social security does not reflect that. And I think the fairer thing for 
each of you to do would be to contrast your benefits with that of the 
cost of living. Then you would have something that would bea 
more equitable basis. 
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Mr. Scnoene. I didn’t mean to imply, Mr. Keith, that social se- 
curity did not reflect that; I think the particular point which may 
have given you that impression was that at one point in his testimony 
Mr. Loomis includes the value of survivor ae along with the 
employee benefit, to arrive at a total value of protection which he says 
has outrun the change in the cost of living. And that, I say, is 
fallacious, because they are not contemporaneously payable. The 
protection for survivors, of course, has value, but it does not assist 
the living retired employee in meeting his increased cost of living, 
because his survivors are going to have some protection, too. That 
is the po:nt I was trying to make. a jo & 

Mr. Kerrn. I see. It is a small point, in addition to that one, that, 
of course, by a better protection for his wife and family, he does not 
have to maintain his’ usual or his normal standard of insurance or 
safety. It isasmall factor, but it is very helpful. — 

Mr. ScHoenr. That is correct. I would agree with you on that, Mr. 
Keith. 

The CaarrmMan. Thank you very much, Mr. Schoene. 

Mr. Scnoenr. I appreciate the opportunity to appear, Mr. Chair- 
man. 

The Cuairman. We are very glad to have you appear, and you have 
given me more encouragement as to the healthy condition of the rail- 
road industry than I have received for the last several years. 

Mr. Scnorene. Thank you. 

The Cuarrman. I think the Chair might ask if there is anyone else 
who would like to contribute to this discussion ? 

We started out to have as full and complete hearings as possible 
on this problem. Certainly we have gone into it very thoroughly in 
the past, 2 years ago and a year ago, and now this year, and the 
subject ought to be pretty thoroughly developed. But we want to be 
sure that everything is in that anybody has to contribute. 

Mr. Prince. Gregory Prince, Association of American Railroads. 

Mr. Chairman, you made several requests of Mr. Loomis yesterday 
for additional information. 

The Cuamman. I made several requests of him; yes. 

Mr. Prince. We would like to furnish that and have it included 
inthe record, and will dosoas promptly as we can. 

The Cuairman. That was the intention, of course, and he was re- 
quested to supply information to go in the record at that point. 

Mr. Prince. I understand, sir. That was preliminary to saying 
that I would like to ask permission to examine the material put in by 
Mr. Schoene, with a view to supplying anything additional for the 
record that we think is called for in the light of what he has put in. 
We have had very little opportunity to see it, as you can understand. 

The Cuamman. Well, to a reasonable degree, the Chair will permit 
that—anything that is new—but we just cannot continue on and on. 

Mr. Prince. We understand that fully, and we just would like the 
oy to look it over. 

he Cuairman. Yes; surely. 

Mr. Younger? 

Mr. Younerer. Mr. Chairman, I am wondering if it would not be 
good addition to the record to have the explanation of the financial 
interchange between railroad retirement and social security included. 
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It is very well set forth in the Railroad Retirement and Unemploy- 
ment Insurance System by the U.S. Railroad Retirement Board. jj 
is only three pages. I wonder if that would not be good to have jp 
the record. 

The Cuatrman. The gentleman, perhaps, has read it. I have not 
Tf he thinks it is and requests it, it is only three pages, and I would be 
glad to entertain the request. 

Mr. Youncer. I request that. 

The Cramman. Let it be included in the record; only three pages 
not the entire book. And, asa matter of fact, I do not know what the 
book is. I assume it must relate to the problem; and, if so, it will be 
received for the files for any use we may care to make of it. 

Mr. Younecer. It is out of your files. 

The CHarrMan. Very well. 

(The material referred to is as follows:) 


THE FINANCIAL INTERCHANGE 


Purpose and objective.—The financial interchange between the railroad retire. 
ment and social security systems was instituted in 1951 as a part of the overall 
program of amending the Railroad Retirement Act. From the point of view of the 
railroad retirement system, the purpose of the financial interchange wag tp 
recover the gains which, according to the Board’s estimates, were accruing to 
the social security system by virtue of the exclusion of railroad employment 
from its coverage. These estimates were based on the combination of special 
characteristics of railroad employees which would have made the cost of benefits 
higher for them under the social security system than for other covered em. 
ployees collectively. 

The stated objective of the financial interchange is to put the social security 
system in the same financial position in which it would have been had rail 
road employment been covered by the Social Security Act. This is accomplished 
by means of yearly adjustments involving transfers of funds from one system 
to the other. The arrangement is retroactive to January 1, 1937. 

How it works.—The determinations required for purposes of the financial 
interchange are made jointly by the two agencies involved, but the calculations 
are done primarily by the Board. The calculations are made essentially in 
three parts: 

(1) The amount of additional taxes which the social security trust funds 
would have collected on railroad payrolls ; 

(2) The amount of benefits which the social security system would have 
paid to railroad retirement beneficiaries on the basis of the combined 
social security and railroad retirement earnings of the employee involved; 
and 

(3) The amount of benefits directly paid by the Social Security Administra- 
tion with respect to individuals included in the calculation for item (2) 
above. 

If railroad employment were covered by the social security system, that system 
would have collected the payroll taxes described in item (1), and would have 
paid the additional benefits represented by the difference between the amounts 
described in items (2) and (3). The actual calculations include adjustments 
for interest and administrative expenses. 

Past experience.—The first calculation, which was completed late in 1953, 
related to the period January 1937—June 1952. As of the latter date, the rail 
road retirement account owed the social security trust fund approximately $488 
million. This was largely because, in the early years, the social security benefit 
program was slow in getting underway, and the taxes, although also relatively 
low, were substantially greater than benefits. This initial balance of $48 
million was left on the books pending changes resulting from later experience. 
However, the railroad retirement account was required to pay interest on the 
debt. 

Generally, past experience under the financial interchange has been more 
favorable to the railroad retirement system than was originally expected. This 
was mainly because of successive amendments to the Social Security Act which 
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raised benefit rates immediately while providing for future tax increases. This 
resulted in the rapid elimination of the $488 million debt. By June 30, 1957, the 
debt had been liquidated and a balance of $121 million established in favor of 
the railroad retirement account. This amount, which with interest totaled $124.4 
million, was transferred to the railroad retirement account in June 1958. By 
the latter date, after allowing for some $35 million in interest payments to the 
social security system, there was a net gain of about $80 million in favor of the 
railroad retirement system. The recent actuarial cost estimates prepared by 
the Board gave full weight to this past favorable experience under the financial 
interchange. 4 ? = 

Future progress.—A large part of the past experience under the financial inter- 
change is due to the rather low social security tax rates which have been and are 
still in effect. However, social security tax rates are scheduled to increase from 
the present (1958) 414 percent to a maximum of 9 percent in 1969. Each time 
the social security tax rate goes up, the gain from the financial interchange 
will be reduced accordingly. It is anticipated that after the social security tax 
rate reaches its maximum, the amount of taxes due the OASDI trust funds will 
eventually be larger than the amount of benefit reimbursements due from that 
fund to the railroad retirement account. This would mean transfers of money 
from the account to the social security trust funds. However, before that hap- 
pens, the railroad retirement account will have received enough money in gains 
to overcome the effect of the future losses. When the expected future progress 
of the financial-interchange transactions is viewed as a whole, the effect, accord- 
ing to recent estimates, is equivalent to the transfer each year from the social 
security trust fund to the railroad retirement account of about $64 million. 

Effect of dual benefits—Except for spouses’ benefits, the Railroad Retire- 
ment Act makes no provision for the reduction of benefits when the beneficiary 
is also entitled to a benefit from the Social Security Administration. This 
treatment of dual benefits has a serious adverse effect on the gains which 
might have been expected otherwise from the financial interchange with the 
social security system. This results from the fact that the railroad retirement 
system pays a full railroad benefit to a beneficiary, but can only recover a 
reduced social security benefit through the financial interchange. Two examples 
willillustrate this point: 

Example 1: Two railroad men, Mr. Smith and Mr. Brown, retired at age 65 
in 1957. Their earnings since 1950 were $300 a month. Mr. Smith is not en- 
titled to an old-age benet under the Social Security Act, while Mr. Brown is 
receiving one amounting to $50 a month. For Mr. Smith, the Board will receive 
under the financial interchange a benefit credit after 1958 in the amount of 
$105 a month. However, for Mr. Brown, the credit will be only $55, since the 
gross amount of $105 will be reduced by the $50 he is receiving from the social 
security system. 

Example 2: The widow of a railroad man is receiving from the Board a 
benefit of $55 a month computed under the regular basic amount formula. 
The social security formula would have produced a gross benefit of $70, but the 
widow is also receiving an old-age benefit from social security in the amount 
of $60 so that the social security minimum guarantee does not apply. Under the 
Social Security Act, this widow would receive a widow’s benefit of only $10 a 
month, the difference between the unreduced widow’s benefit of $70 and the 
old-age benefit of $60. Consequently, under the financial interchange, the Board 
will receive $10 a month for this widow, while paying her $55 a month. Had 
this widow not been receiving an old-age benefit from social security, the 
Board would pay her $70 a month, but the entire $70 would, in effect, be 
recovered under the financial interchange. 





The Cuatrman. I note the presence of two of our colleagues. We 


will be glad to hear the gentleman from Kentucky, the Honorable 
Frank A. Stubblefield. 


STATEMENT OF HON. FRANK A. STUBBLEFIELD, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Srusstertep. Having served for 7 years as a member of the 
Railroad Commission of the Commonwealth of Kentucky, I have a 
deep interest and, I believe, a real appreciation of the problems of 
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retired and unemployed railroad employees, as well as the economic 
problems facing our railroads. 

I would like to express to the committee my support of the pro- 
posed increase in the pensions for retired pallial workers as con- 
tained in H.R. 1012. I believe it is a matter of simple justice, gentle. 
men, that pensions be adjusted to at least partially reflect the change 
in the purchasing power of the dollar that has occurred largely as q 
result of World War II, the Korean conflict, and the present cold war 
condition. 

As to the unemployment aspects of the proposed bill, I have some 
reservations as to the extent of the unemployment benefits provided 
in H.R. 1012, but I do believe some increases in the unemployment 
compensation provisions of existing law are both needed and justified, 

The Cuatrman. Thank you very much, Mr. Stubblefield. We appre 
ciate your testimony. 

Mr. Stuse.ertetD. Thank you, Mr. Chairman. 

The CuHarrMan. The next witness is our colleague from Maryland, 
the Honorable John R. Foley. 


STATEMENT OF HON. JOHN R. FOLEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Fotey. Mr. Chairman and members of the committee, it is a 
privilege for me to appear before you in support of H.R. 1012, a bill 
to amend the Railroad Retirement Act of 1937, the Railroad Retire- 
ment Tax Act, and the Railroad Unemployment Insurance Act so as 
to provide increases in benefits and for other purposes. The provisions 
of your bill, Mr. Chairman, will provide for elemental social justice. 
I wholeheartedly support the purposes that you have set out to achieve 
by the provisions of your bill. To this end, I introduced a companion 
bill, H.R. 3469, which contains the identical provisions in H.R. 1012. 

In the Sixth District of Maryland, which I have the honor to rep- 
resent, the railroad industry has been, for over a century, a dominant 
economic and social force. The towns of Brunswick, Cumberland, and 
Hagerstown grew up along with the development of the railroad 
industry in western Maryland. Therefore, poe segments of the 
population in these communities are railroad men. Your bill will see 
to it that the men who have devoted their lives to the railroad industry 
and are now retired will be able to fight the battle of inflation in a 
more realistic way by the increases proposed by your bill. On the 
other end of the age spectrum, the younger men who have not built 
up great seniority and are the first to be laid off when economic adjust- 
ment is necessary, will be able to soften for awhile the harsh results 
of the loss of their jobs by means of the adjustments in unemployment 
benefits. These provisions for increased retirement benefits and in- 
creased unemployment benefits will compensate basically for the erod- 
ing effects of inflation. Thus, they are fundamentally provisions for 
social and economic justice. 

The Railroad Retirement Board has informed me that in the State 
of Maryland there are about 7,300 retired railroad workers receiving 
benefits. There are 4,300 persons receiving survivor benefits under the 
act. Approximately 2,400 persons are receiving unemployment bene- 
fits and 800 are receiving sickness benefits. The greatest percentage 
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of the foregoing persons reside in the Sixth District of Maryland. 
Whenever I have traveled in recent weeks throughout the district, I 
have met retired and unemployed railroad workers. Without excep- 
tion, each has requested that I give strong support to H.R. 1012. This 
[am proud to do. ee 

Our dynamic economy periodically, by its very nature, causes eco- 
nomic dislocation, not only in particular geographical areas but gen- 
erally in a particular industry. The railroad industry is going through 
a period of readjustment at this time. The social cost of this adjust- 
ment should not and cannot be borne altogether by those persons who 
have devoted their lives to the service of the railroad industry. In- 
cluded in this group also are the young people who have committed 
themselves to a career of railroad service. They are willing to bear 
their share of the cost. Your bill, Mr. Chairman, recognizes this fact. 
It is hoped that this committee will report H.R. 1012 for early con- 
sideration and passage by the House of Representatives. 

The CuarrMaANn. Thank you very much, Mr. Foley. We appreciate 
your appearance. 

Mr. Forey. Thank you, Mr. Chairman. 

The CuarrMan. This concludes the hearings on railroad retirement 
bills that are before the committee at this time. The Chair will keep 
the record open for a period of 5 days in which additional information 
may be supplied. 

And to my colleagues and to those who are to supply information, I 
would like to advise you that at the end of 5 days it will go to the 
printer; so we respectfully request that the information be supplied. 

Ihave a statement by Mr. J. H. Kasselman, of 5405 Plover Avenue, 
St. Louis, Mo., directed to me as chairman of this committee, and other 
Members of the Congress, which will be included in the record as 
requested. 

Mr. Lester J. Dorr, executive secretary, the National Industrial 
Traffic League, has requested permission to file a brief statement for 
the record, and he may have permission to do so. 

Ihave a letter from the Chamber of Commerce of the United States 
signed by Clarence R. Miles; a statement of the American Retail Fed- 
eration; a letter from Matt Triggs, assistant legislative director of the 
American Farm Bureau Federation; and a letter from Mr. C. B. 
Carter, secretary of the Railroad Pension Conference, transmitting a 
statement for that organization. These statements will be included in 
the record at this point. 

(The statement referred to are as follows:) 


Sr. Louis, Mo., February 10, 1959. 
Hon. WAYNE Morsk, Chairman, Labor Subcommittee. 
Hon. Tomas P. HENNINGS, Missouri Senator. 
Hon. Sruart SyMINGTON, Missouri Senator. 
Hon. Oren Harris, Chairman, House Interstate Committee. 
Hon. Tomas Curtis, Missouri Representative. 
Hon. FRANK M. KarsTEN, Missouri Representative. 
Hon. Leonor K. SULLIVAN, Missouri Representative. 


Dear Strs AND MapAmM: In Labor, dated January 17, 1959, an article appeared 
concerning the introduction of House bill, H.R. 1012, by Hon. Oren Harris, 
which was the same bill passed by the Senate in 1958, to improve the Railroad 
Retirement Act, also Hon. Wayne Morse introduced Senate bill, S. 226, which 
was the same as was passed by the Senate in 1958, this bill was signed by 24 
other Senators, the article also states that from January 1, 1959, through 
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December 31, 1961, the tax would be 6%4 percent and raising the maximum from 
$350 to $400. In the next 3 years it would be 7% percent. The way is lef 
open for further tax adjustments in 1965, and thereafter. 

On Monday, February 9, 1959, I received the labor paper stating that hearings 
have started in the full House committee on H.R. 1012, and that opponents 
would be heard on February 16, 1959, the article also stated that Hon. Wayne 
Morse would conduct hearings on S. 226 on February 16, 1959. 

Fortunately I do receive the labor paper, for which I have subscribed primarily 
for the purpose of obtaining advance information of such hearings, however 
such short notice, is almost impossible to cope with, I actually believe that such 
information is delayed for the best purpose known to the labor leaders, who 
do not want the rank-and-file members to know of the hearings until it is almost 
too late to write our Representatives. 

Each of you have had letters and telegrams registering our opposition to the 
high cost of the Retirement Act, and be advised that we are still of the same 
opinion, regardless of what the labor leaders or their lawyers may testify jp 
the hearings. 

It is a known fact that most of the legislation is formulated in the variogg 
committees and would appreciate this letter being made part of the hearings, 

I hope each of you realize we are still without a reply to our Western Union 
telegram to Hon. Wayne Morse, dated May 7, 1957, and January 6, 1958, reading 
as follows: “They transferred $1,200,000 from the grand lodge and system board 
funds to supplement their own pensions. Request G. M. Harrison’s explanation.” 

Your truly, 
J. H. KASSELMANN, 


STATEMENT OF HARRY O. MATHEWS ON BEHALF OF THE NATIONAL INDUSTRIAL 
TRAFFIC LEAGUE 


My name is Harry O. Mathews. I am chairman of the legislative committee 
of the National Industrial Traffic League, of Washington, D.C. I appear on 
behalf of the league in opposition to H.R. 1012 and similar proposals to alter 
the railroad retirement and unemployment insurance systems. 

The National Industrial Traffic League is a national organization of those 
directly and individually engaged in the shipment and receipt of commodities; 
its membership also includes chambers of commerce, boards of trade, and similar 
commercial organizations whose members likewise have a substantial and 
continuing interest in traffic and transportation matters. The league represents 
and expresses the interest of those who actually ship and receive freight, the 
payers of transportation charges; it has no carrier membership. Membership 
is drawn from all parts of the United States and includes practically every line 
of industrial and commercial activity. 

The league membership is gravely concerned with the proposals for increased 
benefits as set forth in H.R. 1012 and similar bills, which are overgenerous and 
yet do nothing to correct glaring inequities in the present system. At the annual 
meeting of the entire membership in November 1958, the league instructed my 
committee to state the league’s position, these bills being substantially the same 
as H.R. 4353 in its final form in the 85th Congress. 

League members use all forms of transportation and the work of the league 
is dedicated to sound principles of transportation practice and regulation. As 
users of railroad services, league members are most directly concerned with 
the quality of service and the prices charged. It is common knowledge that 
general increases in freight rates are sought of and granted by the Interstate 
Commerce Commission following any general wage increase or other spiraling 
costs. In the postwar period such increases have had serious adverse effects 
and without any improvement in the quality of service. 

Your committee is well aware of the serious financial plight of the rail 
roads generally, whose traffic has failed to keep pace with the growth of the 
country, and who have trouble obtaining capital to make necessary improve 
ments. The enactment of the Transportation Act of 1958 was a measure to 
alleviate the situation. A continuing concern for the deteriorating financial 
position was manifested in Senate Resolution 303 (5th Cong.) which ex 
pired on January 31, 1959, and which has been introduced in the 86th Con- 
gress as Senate Resolution: 29. 

This league is in no sense hostile to the real interests of railway employees 


or. others, but the league believes it would be folly to single out the 1 million, 
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employees in that sick industry to require payment to them of benefits that 
exceed by ever-increasing amounts the benefits provided under social security 
for the public generally. 3 ; 

Even with the recent 7-percent increase in social security benefits, the 
comparable benefits under existing railroad legislation are much higher. The 
proposed bills would further widen the spread by granting a 10-percent in- 
crease in railroad retirement benefits and generally 20 percent in unem- 
ployment. , : 

It is clear from the statements of others that railroad unemployment in- 
surance contains many provisions that are not fair either to the industry or 
to its employees. Wisdom cemands an unbiased study. Amendments are 
needed to prevent the continuing requirement of paying out millions in cases 
of employee misconduct. We are informed that the present system, which 
uses the calendar year for a base year and the fiscal year for a benefit year, 
results in such extreme cases as a woman employed for 8 months who there- 
after received $1,950 in maternity benefits for two children born a year apart. 

The league is informed that the railroads have made a proposal embodied in 
§. 987, which would increase railroad retirement benefits about 5 percent and 
which also contains sound amendments to the present unemployment and sick- 
ness benefit system: Considering the present condition of the railroads, the in- 
flationary effect of increased employee benefits, and the fact that present bene- 
fits are much higher than those already provided in the increased social se- 
curity system, the league urges that this is no time to make any increases. 
Yet if your committee believes that some increase must be recommended, then 
we most earnestly urge that the proposal in S. 987 represents a wise maximum. 
In any event, we respectfully urge that no change in the law should be made 
without equitable amendments as proposed in 8. 987. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C., February 17, 1959. 
Hon. OREN HARRIS, 
Chairman, Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D.C. 


Deak Mr. HArris: The Chamber of Commerce of the United States wishes 
tocomment on H R. 1012 and similar bills now before the Interstate and Foreign 
Commerce Committee. 

Proposed revision of railroad retirement legislation was given careful consider- 
ation by Our committee on economic security late in January. The discussion 
was, of course, related to the policies adopted by our members. 

As a result of this discussion, the committee submitted to our board of directors 
on January 30, the following two proposals which received the unanimous 
endorsement of the board: 

1. The taxes on employee and employer for railroad retirement have reached 
alevel (644 percent on each) that should be raised no further, but 

2. If Congress increases benefits, the costs should be met either by cost savings 
elsewhere or by increasing railroad retirement tax revenues, to restore financial 
soundness to the program. 

The national chamber has long supported social security as a national program 
providing a basic floor of protection in old age. Because of similarities between 
it and railroad retirement, the national chamber is equally concerned with the 
latter program. 

In recent years we have observed the emergence of an actuarial deficiency 
in railroad retirement—a deficiency Congress has allowed to persist and grow. 
Naturally, the chamber is concerned that what might become a habit—a con- 
gressional habit in railroad retirement—might ultimately become established 
policy for social security. 

A persistent and growing actuarial deficiency in either program is a dangerous 
course to follow. Workers covered by the program will not be fully aware of 
the true costs of all the benefits provided. This lack of a complete understanding 
of the full costs may ultimately give rise to demands for benefits that are 
unsound, or that the workers are unwilling to pay for through higher social taxes. 
The inevitable result would be that, at some date, the benefits many had planned 
on for old-age would not be forthcoming as promised. 

The first responsibility of Congress in railroad retirement is to place the pro- 
gram once again on a completely sound actuarial basis. Since the present 
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tax rate (12% percent) is already very high for a combination socia] benefit 
and supplementary staff program, we hope every effort will be made to improve 
the soundness of the program without increasing rates further—that is, b 
finding some costs savings. y 

The railroad workers are now making strenuous efforts to have their railroad 
retirement taxes excluded from income for tax purposes. Obviously, the present 
6% percent railroad retirement taxes on employees plus income taxes is about 
the ceiling on how much the Federal Government can exact today from their 
pay—without depriving so many of them of some opportunity of Saving for 
things they want to do for their own families. It is clear that a basic social 
benefit program supplemented by a staff pension cannot provide complete old. 
age income protection. Each worker must do something additional on his 
own. 

The national chamber is opposed to any increase because benefits now pro- 
vided by railroad retirement compare very favorably with those in other indys. 
tries which have staff pensions supplementing social security. However, if the 
committee and Congress should increase railroad retirement benefits, the chamber 
believes the additional costs should be fully covered through additional railroaq 
retirement tax revenues. 

I would appreciate the inclusion of this letter in the record of the current 
hearings before your committee. 

Cordially yours, 
CLARENCE R, MILEs, 
Manager, Legislative Department. 


STATEMENT OF AMERICAN RETAIL FEDERATION ON Proposats To ALTER tHe 
RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE SysTEMsS 


The American Retail Federation is a federation of 31 national retail trade aggo- 
ciations and 38 statewide retail organizations, representing through the com- 
bined membership some 800,000 individual retailers. The transportation com- 
mittee of the federation, at its last meeting in New York City in January of this 
year, adopted a policy resolution opposing any increases in the railroad retire 
ment and unemployment insurance systems to the extent that the employee 
benefits provided thereunder, and the tax rates assessed both employers and 
employees, exceed current and applicable benefits and rates for other individuals 
under other Federal laws. 

The various bills that are presently before the subcommittee for consideration, 
principally S. 226 and H.R. 1012, provide many changes in both the tax rates and 
the benefit programs. In view of the ARF policy expressed above, it would 
appear that only one change would not be opposed and that is the provision 
raising the tax base from $350 per month to $400 per month. The Social Security 
Act previously was adjusted upwardly to this figure and this change to the rail- 
road retirement system would bring about uniformity between the two acts. 

The underlying objection to other increases in the above bills resulting in added 
financial burdens to rail carriers, is that the public ultimately pays the added 
cost, and the benefits accrue to a limited number of individuals who thereupon 
are treated preferentially as against those covered by other enactments. Initially 
the added rail costs are borne by the carriers but quickly form the basis for 
petitions to the Interstate Commerce Commission for general increases in rates 
and charges. Those relying on rail transportation, including the retail industry, 
are then faced with higher transportation costs which result in turn in higher 
prices for goods whether at the point of manufacturer, wholesaler, or retailer. 
These costs then reach the level of the entire consuming public. 

The financial condition of the railroads today is not such as to absorb, in its 
present pricing structure, the added cost of more favored treatment for these 
employees. Competition from other carriers, whose employees are not subject 
to the Railroad Retirement Act, has made severe inroads on the traffic formerly 
handled by the rail lines. Any additional factor which must be added to the 
rail price structure, will certainly accelerate this trend. 

For the above reasons, the American Retail Federation urges that all proposed 
changes in these acts, excepting the increase in the base rate to $400 per month, 
not be approved. 
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AMERICAN FARM BUREAU FEDERATION, 
Washington, D.C., February 18, 1959. 
Re H.R. 1012 and other bills to amend railroad retirement and unemployment 
insurance programs. 


. OrEN HArzIs, ; : 7 
ae. House Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D.C. 


Dear CONGRESSMAN Harris: At the most recent annual meeting of the Amer- 
ican Farm Bureau Feceration, the voting delegates of the member State farm 
pureaus unanimously approved the following policy ; : 

Retirement and unemployment benefits provided railroad workers are sub- 
stantially in excess of similar benefits provided other workers under comparable 
legislation. A substantial portion of the costs of such programs is reflected in 
freight rates and prices paid by farmers. Precedents established under the 
railroad retirement program tend to be carried over to other social insurance 
programs. We are therefore opposed to current proposals to further increase 
railroad retirement and unemployment benefits. : 

To the extent that the railroads could pass the costs of increased worker 
penefits to shippers and consumers, the costs of such benefits will be paid by 
shippers and consumers, a substantial percentage from the pockets of farmers. 

To the extent that the competitive position of the railroads will not permit the 
increased costs to be passed on to shippers and consumers, and this would appear 
to be the situation at the moment, the already low level of railroad earnings 
would be still further reduced. Farmers and other shippers have a major stake 
in this, too. The capacity of railroads to make the investment in improved 
equipment, that is important to the improvement of their competitive position, 
and essential to improving their service to shippers, would be further impaired. 

The railroad retirement program cannot be dealt with as an independent 
question. It is part of a national social imsurance policy. This policy tends 
toward uniformity in its various phases. Thus precedents, established for one 
social insurance program tend to be carried over into other social insurance 
programs. 

The underlying issue, it seems to us, in all social insurance programs is, to 
what extent should total spendable income be diverted to the currently retired 
portion of our population, and what percentage retained by the currently work- 
ing percentage of our population. There is no avoiding the economic reality 
that all payments to retirees are, in terms of the real incidence of such costs, 
paid by the working population, by both payroll deductions and higher prices 
than would otherwise prevail. The problem is one of obtaining a proper balance. 
Each increase in social insurance costs curtails the ability of the working popu- 
lation to improve their standards of living and raise their families. 

It seems to us that there is a real danger that social insurance benefits may 
be raised to a level that is inequitable to the working portion of our economy 
and which would represent a burden that would weaken our national capacity 
to meet many other national needs and requirements. 

A proposal that involves payroll taxes equal to or in excess of 20 percent 
of payroll (up to $4,800 per year) such as is involved in the bills under con- 
sideration, seem to us to go too far in the direction of diverting national in- 
come to the currently retired portion of our society. 

This is not intended to suggest that many railroad retirees do not have finan- 
cial problems. Of course, they do. But social insurance was never intended, 
at least as we see it, to do other than providing a minimum standard, leaving 
the individual a responsibility for supplemental protection. 

It is, of course, necessary that the tax schedule be revised to get the railroad 
retirement and unemployment funds back on a self-amortizing basis. But in 
view of the foregoing, we do not believe it represents sound national policy 
to further increase worker benefits at the same time. 

It will be appreciated if you will include this letter in the record of the 
hearing. 

Very sincerely, 


Matr TRIGGs, 
Assistant Legislative Director. 


37110— 59——_26 











396 RAILROAD RETIREMENT AND UNEMPLOYMENT INSURANCE 


RAILROAD PENSION CONFERENCE, 

New Haven, Conn., February 9, 1959 
é 9 400d, 

Hon. OREN HARRIS, 

Chairman, House Interstate Commerce Committee. 


Dear Sir: Would you kindly insert the enclosed in the record of the hearings 
on railroad retirement and unemployment insurance as our testimony. 

We sincerely hope you will reconsider the unemployment section of H.R. 1012 
and H.R. 1013 and incorporate the unemployment provision of H.R. 4353 as intro- 
duced in 1957 (85th Cong.). 

The 1957 measure was more in line with our unemployment needs as shown 
in our testimony. 

It seems a shame to have abandoned the fine unemployment insurance pro- 
visions of the 1957 measure, especially when more laycffs seem likely in the 
railroad industry. 

Most sincerely, 


C. B. CARTER, Secretary, 


TESTIMONY OF THE RAILROAD PENSION CONFERENCE FOR ENACTMENT oF H.R 223 
AND LONGER UNEMPLOYMENT BENEFITS 


Railroad workers from all crafts throughout the Nation, have long needed 
and sought enactment of legislation providing 30-year retirement regardless of 
age at 50 percent of taxable wages as provided in H.R. 223. 

Minor increases in annuities, and other fringe benefits have been enacted 
during the past 12 years. Each increase was insufficient and rail employees 
found it necessary to present legislation in every session of Congress since the 
sist, including the present session, trying to bring the Railroad Retirement Act 
up to date to meet actual needs. This however, is still to be accomplished. 

HR. 223 primarily increases the “average” annuity from $128 a month to 
abount $190 a month. However, many annuities would be much less because 
of the low wages earned by many. The maximum annuity would be increased 
from $188 a month to $200 a month. (H.R. 223 does not affect the supple 
mentary benefits paid to the wife of a retired railroad. ) 

Fifty percent of taxable wages annuity is needed because benefits have not 
kept up with the inflation dollar, in relation to the cost of living and with the 
increased wages of the working employee. 

This amount of incease is also needed, because rail workers, unlike many 
of those under social security, do not receive a supplementary pension paid 
entirely by management. For instance— 

A General Motors 30-year employee can now get supplementary pension 
benefits for himself and wife age 65, as high as $246 a month, in addition to 
social security, paid entirely by General Motors. Workers with less service 
receive supplementary benefits according to length of service. Workers in many 
other industries likewise receive supplementary benefits paid exclusively by 
management. 

The Railroad Pension Conference, therefore, urges Congress to amend HR. 
1012 and S. 226, and similar bills, by adding the benefits provided in H.R. 223. 

Unless the 86th Congress enacts legislation to meet the needs of those now 
retired, or planning to retire, it will be necessary for rail workers to seek addi- 
tional benefits in 1960 and each sesson of Congress thereafter until the needs 
are met. 

The unemployment situation confronting the Nation’s rail employees calls 
for an increase in the daily rate of unemployment insurance benefits and for 
an extension of time the benefits are paid such as urged in 1957 by rail unions. 


AMENDING THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


‘The 86th Congress is also urged to increase the daily rate of railroad unem- 
ployment insurance, as well as extending the number of days it is paid. 

The Railroad Pension Conference urges that S. 226, H.R. 1012 and H.R. 1018 
be amended to include the extension of time unemployment benefits paid, to 
equal the extension.of time as provided by S. 1313 and H.R. 4353 (85th Cong. 
in 1957). 
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$1313 and H.R. 4353 (85th Cong.) provided the following extension of benefit 
periods to be paid : 


1, An employee with 5 and less than 10 years___________ 39 extension periods. 
9 An employee with 10 and less than 15 years___._._._._.___ 65 extension periods. 
3, An employee with 15 and less than 20 years__________ 91 extension periods. 
4, An employee with 20 years and over__.____________-_ . 117 extension periods. 


g, 226 and H.R. 1012 (S6th Cong.) has considerably slashed the benefits 
called for in 1957. Such as— 


1, An employee with 10 years and less than 15__ 7 extension periods (65 days). 
9, An employee with 15 years or more________ 13 extension periods (130 days). 


Thus, S. 226 and H.R. 1012 provides no extension of benefits for those with 
5 to 10 years service, those most likely to be laid off. And it also fails to 
provide adequate extensions to those with 20 and 30 years servic>. many who 
have already exhausted their present unemployment insurance benefits. 

Some 108,000 railroaders became jobless in the 1 year between November 1957 
and November 1958. This was a decline of about 11.6 percent in employment— 
leaving only about 851,000 with employment on class I railroads. 

Railroad employment for 1959 looks bleak indeed as the carriers are seeking 
to merger various systems plus the discontinuing of many passenger trains. 
And “efforts” to cut labor costs by automation will continue as they develop 
new methods of increasing output per man-hour. General employment outlook 
in other industries is far from rosy. Magazine of Wall Street, December 6, 
1958, sees the number of jobless as “likely to rise well above the 5 million 
mark,” this winter. 

COST OF BENEFITS 


The Railroad Pension Conference believes that no tax increase is needed to 
provide the benefits proposed in H.R. 223, and that the solvency of the fund will 
not be endangered now or in the future. 

Our conclusion of this subject was ‘substantiated in a pension conference 
study made in 1956, of the actuarial setup of the Railroad Retirement Act, 
entitled “50 Percentum Pensions After 30 Years, the Need and the Possibility.” 

This report was presented to the Senate Labor Committee and the House 
Interstate and Commerce Committee in the 84th and 85th sessions of Congress. 

The facts presented in our study have never been refuted ! 

The 1956 Railroad Pension Conference study concluded : 

1. The actuarial calculations used to keep benefits low and cost high follow 
the principles of private insurance companies, seeking profits and accumulation 
of financial power. The public railroad retirement fund should be guided by 
a different motive, that of providing maximum security to the railroad workers. 

2. Exaggerating the length of time an employee will receive an annuity. 

3. Exaggerating the number of employees who will retire instead of working 
until death or their final illness. 

4. Exaggerating the number of employees who will stay in the industry long 
enough to receive retirement benefits. 


RAIL WORKERS SHOULD NOT HAVE TO SUBSIDIZE THE RAILROADS 


So says Senator Wayne Morse. “I respectfully say that all the arguments of 
the railroads, namely, that they cannot stand the cost in my judgment does not 
constitute sufficient basis for voting against this measure (S. 1313 as amended 
August 22, 1958) because we have no right to ask the employee to subsidize 
the railroads, by means of receiving less than a fair unemployment and railroad 
retirement program * * * we have no right to say ‘You cannot get it, you have 
to subsidize the railroads by taking less than is fair’” (Congressional Record, 
Aug. 22, 1958). 


GOVERN MENT SHOULD PAY CARRIERS SHARE OF COST OF NEW BENEFITS IF NEEDED 


“The arguments of the Association of American Railroads,’ Senator Morse 
continued, “always is that the railroads cannot afford it. If the railroads need 
more subsidies then let us face that fact. * * * The contributions the railroads 
make to the economy and to the defense of the country is that we should give 
them @ subsidy, if it is needed. I have never been afraid of the word subsidy, if 
the payment is necessary to the protection of the public interest. Only a short 
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time ago the Senate provided subsidies for the railroads * * * by means of & 
Smather bill, then come January we can go farther. * * * Our first responsi. 
bility in such a field as this is to provide fair treatment for the workers, Then 
if the railroads end up in a situation where they are in financial difficulty, let 
them go to the Interstate Commerce Commission. Let them bring another 
Smathers bill to the floor of Congress. But let us not penalize the railroaq 
workers.” 

Rail officials are seeking more subsidies in the 86th Congress. President 
George Alpert of the,New York, New Haven & Hartford Railroad recently 
stated in Chicago, that he did not look on Federal aid as a “giveway” or “por. 
barrel appropriation” (Wall Street Journal, Jan. 14, 1959). Adequate retire 
ment and unemployment insurance benefits as proposed by the pension conference 
is “for the protection” of the public. 

Therefore, the Railroad Pension Conference proposes that the 86th Congress— 

1. Amend §8. 226 and H.R. 1012 by including the proposals of the pension con. 
ference for both retirement and unemployment insurance benefits. 

2. Defer any increase in railroad retirement taxes until further study is made 
of the actuarial setup of the railroad retirement system along the lines of the 
pension conference study of 1956. 


The Cuairman. With thanks on behalf of the committee to every- 
one, the committee is now adjourned. 

(The following material was later received for the record from 
the Association of American Railroads :) 


ASSOCIATION OF AMERICAN RAILROADS, 
Washington, D.C., February 26, 1959, 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Dear Mr. CHAIRMAN: When I testified before the Subcommittee on Railroad 
Retirement of the Senate Committee on Labor and Public Welfare on February 
18 there was a discussion of the relationship between outmoded railroad work 
rules and the ability of the railroads to pay for increased retirement benefits for 
railroad employees. As a result, I have written to the chairman of the Senate 
subcommittee today, including pertinent information on this subject. It is my 
belief that such information might also be of equal interest to you and your 
committee. 

Accordingly, I am providing this, as follows, and respectfully request that it 
be incorporated into the record of the hearings on H.R. 1012. 

In general, these work rules are of three principal classes : 

First are ones that require railroads to employ more people than they need 
or can profitably use for the amount of work to be done. 

Second are rules that compel retention and perpetuation of work and pay 
standards made obsolete by advancing technology. 

Third are rules that preempt for the brotherhoods traditional and proper 
management functions of determining (1) the kind and amount of work to be 
done and who is to do it, and (2) operational policy necessary to obtain the most 
efficient use of plant, equipment, and manpower. 

Counting all three classes, and after allowing for overlapping cost duplications, 
the total annual cost of outmoded work rules is placed by railroads at over $500 
million. 

A prime example of a rule that requires railroads to employ more men than 
they need or can profitably use results from continued employment of firemen on 
diesel locomotives that have neither fires to stoke nor boilers to tend. 

Diesel-powered yard locomotives were operated safely without firemen for 
12 years prior to the 1937 diesel firemen’s agreement, and the first diesel-powered 
streamlined passenger trains also were operated safely without firemen. Since 
1937 self-propelled motorcars and trains comprised of electric rail cars, inejud- 
ing those of rapid transit systems, such as the Hudson & Manhattan Railway 
and the New York City subway, have operated safely over millions of miles with- 
out firemen. 

In countries outside the United States operation of other than steam locomo- 
tives without firemen is common practice. France, for example, which holds the 
world railroad speed record and is widely noted for excellence of its rail service, 
uses an engineer only on all locomotives except those not equipped with dead- 
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man control. In Canada, where removai of firemen from freight and yard diesels 
js underway, a royal commission appointed to investigate and make recommenda- 
tions said in its report of December 18, 1957 : “Their functions have either totally 
disappeared, as in the case of the production of power, mechanical assistance, 
and inspection, or are a mere duplication of what is discharged by another or 
others, as in the case of the lookout functions performed by the head-end train- 
man and the engineman.” (Yard and freight diesels were the only classes of 
service involved in the Canadian investigation. ) ; ‘ ; 

Continued employment of firemen on diesel locomotives in the United States is 
no more justified than in Canada. Their removal would save in excess of $200 
million a year. 3 - . 

Railroads are also required, under operating rules, to employ many trainmen, 
including assistant conductors, ticket collectors, baggagemen, brakemen, and 
flagmen, who are not needed and cannot be used to good advantage. This is true 
in both road and yard service. As in the case of firemen, the many advances 
in technology that have combined to make railroad operation faster, safer, and 
more economical have at the same time reduced or eliminated the need for many 
of the trainmen formerly required. 

So-called excess crew laws on the statute books of 23 States force unneeded 
employment. In 16 of these States laws prescribe the precise number of brake- 
men or other members of train crews that must be carried on trains under vary- 
ing conditions which the laws set forth. In seven other States authority to 
compel employment of additional members of train crews is vested in State 
regulatory bodies. 

When handbrakes were the sole means of stopping trains, the need for brake- 
men to race back and forth across the tops of cars setting and releasing brakes 
was aparent. But for many years brakemen actually have been relieved, for all 
practical purposes, from performing braking functions of this sort. Instead, 
under the Federal Safety Appliance Act and regulations of the Interstate Com- 
merce Commission, every car must be equipped with airbrakes. 

The brakeman’s job today is to watch to see that all mechanical equipment of 
the train, such as axles, wheels, and rigging, remains in good order and to do 
necessary flagging when the train is at a halt. Laws requiring railroads to 
hire more brakemen than needed, which are based upon conditions when the 
number of brakemen needed was largely determined by the number of cars in 
a train that had to be braked by hand, have no place in modern railroad opera- 
tion. Today, they are featherbed laws pure and simple, and beyond any doubt 
they are adding greatly and unnecessarily to the cost of producing railroad 
service. 

In the records of National Railroad Adjustment Bvard proceedings, cases 
such as the following illustrate still another source of rules that require rail- 
roads to employ more men than they need: 

An eastern railroad paid a maintenance-of-way engineer and fireman to oper- 
ate a steam ditcher on a yard track. But it also had to pay an engine service 
engineer and fireman for not operating the steam ditcher. They just sat by 
and watched. 

One day the maintenance-of-way fireman didn’t report for work, and the 
engine service fireman had to leave his soapbox and do the actual firing. He 
claimed, and won, an extra day’s pay in addition to his pay for no work. Thus 
he was paid once for not doing the job, and once for doéng it—all in the same 
day (N.R.A.B., Ist Div., 10681). 

In the second category of rules (those that compel retention and perpetua- 
tion of work and pay standards made obsolete by advancing technology) the 
prime example is one that continues to regard 100 miles or any part thereof 
as the equivalent of a basic day’s work for most members of train crews, 
although with today’s modern diesel locomotives and high-speed trains, 100 
miles (150 miles in the case of passenger conductors and trainmen) is many 
times only 2 hours’ work or less. 

Between New York and Washington, for example, where the round-trip 
distance is 452 miles and the round-trip running time of fast passenger trains 
is less than 8 hours, engineers and firemen receive 4% basic days’ pay for actual 
train running time of less than a standard 8-hour working day. Similar situa- 
tions, with only the figures changed, exist on various passenger runs all over 
the United States. 

The following table shows to what extent the increase in train speeds since 
1922—an-increase made possible by advancements in technology such as diesel- 
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ization, modern signal and communications systems, centralized trafiie con. 
trol, radio, heavier and stronger rail, and reduced grades and CUTVeS—has 
reduced the number of hours required on the average for various Clagges of 
railroad operating personnel to earn a basie day’s pay: 


Average number of hours of work required to earn a basic day’s pay 


—. 
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The manner and degree to which increased train speeds and improved teeh- 
nology have inflated the pay of operating employees, through reducing ‘the 
number of hours they work, is further evident in the fact that road passenger 
engineers, road passenger firemen, and road freight enginemen, in that order, 
fill the first 3 positions among all 128 classes of railroad employees on the hourly 
pay rate roster. Executives, officials, and assistants, who traditionally have 
received the highest rate of pay, have today fallen from that position and now 
rank fourth. 

Rules that infringe upon the rightful authority of railroad management to 
make decisions of operational policy (the third category) include (1) those that 
prohibit even the slightest departure from the general principle that yardwork 
shall be done by yard employees and road work by road employees, and (2) those 
that interfere with the right and responsibility of management to change, adjust, 
or adapt railroad operations so as to keep them constantly attuned to charging 
requirements and changing conditions. 

As the result of a precedent-setting decision of the National Railroad Adjust- 
ment Board (N.R.A.B., Ist Div., 17377), a road employee assigned to move 
his train a distance of some 40-car lengths in a freight yard claimed, and received, 
in adaition to his pay for roadwork, a basic day’s pay at yard rates. Moreover, 
the Board’s decision awarded an extra day’s pay to the yard crew, which it said 
should have been employed to do the work. 

In another decision (N.R.A.B., lst Div., 16608), the Board held that the same 
reasoning should apply in a reverse situation involving the use of a yard employee 
to perform work on the road. It awarded a yard crew an extra day’s pay at road 
rates for a round trip of 4 miles made to free a train that was snowbound, and 
awarded a road crew still another day’s pay for not doing the work which the 
Board said it should have been employed to do. 

Such cases stand rigidly as precedents, against which even the slightest flexi- 
bility in making interchangeable use of road and yard employees is impossible, 
except at penalty rates of pay. Although the effect of some of these decisions 
and rules has been modified by agreements that provide arbitrary rates whieh 
reduce the amounts of extra pay required, the total cost to railroads of the 
prohibition against their making interchangeable use of yard and road employees 
adds many millions of dollars to the cost of producing railroad service. 

Additional cost result from the rigid mileague limitations placed upon distances 
trains may run without crew changes. These limitations were established in 
the early days of steam locomotives when long-distance runs, now entirely 
practicable with diesel locomotives, were impossible, due to the more frequent 
needs of steam locomotives for servicing, refueling, and water. Dozens of crew 
terminals continue to be maintained at distances of 100 or so miles apart, and 
hundreds of trains continue to have their crews changed at division and seniority 
boundaries. Sheer prudence and sound business judgment long ago suggested 
abandonment or consolidation of many crew terminals and establishment of 
numerous interdivisional and interseniority runs. But the old order remains. 

Such in brief is the documented record of some of the outmoded work prac 
tices that add over $500 million a year to railroad costs. Even without impe 
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sition of costly and unwarranted additional retirement benefits proposed for 
railroad employees, such practices threaten the ability of railroads to continue 
as privately owned and operated business enterprises. 

This letter would not be complete without some reference to the studies of 
public authorities who have investigated the situation on railroads and made 
known their findings. : 

Emergency Board 109, appointed in the so-called Conductors Graduated Rates 
case, said in its report of March 25, 1955: “The fact that the railroad wage rate 
structure, for operating classifications, has received no comprehensive review 
for more than 30 years, and no systematic study for almost 20 years [as of 1955), 
alone suggests that it may well be obsolete and ill designed for a modern railroad 
system.” The report added: “If the railroads are to maintain a strong place 
in the intense competition among transportation industries, their obsolete wage 
structure must be carefully reviewed and revised.” 

The National Resources Planning Board, in a report entitled “Transportation 
and National Policy,” dated May 1942, observed: “Much restrictive regulation 
pertaining to railroads has been placed on the statute books, purportedly in the 
interest of safety and service, but which actually interferes with both, and which 
serves only the objective, quite apparent from a study of the legislative pro- 
ceedings, of auding unnecessary jobs to payrolls. * * *° 

In 1952, a special committee appointed by the National Association of Rail- 
road and Utilities Commissioners found outmoded make-work rules on railroads 
to be a major contributing factor in the rapidly increasing railroad passenger 
deficit and the decline of railroad passenger service. Its report, which was 
adopted by the full association in a meeting at Little Rock, Ark., on Novem- 
ber 11, 1952, commented : 

“For many years, wage agreements between the railroads and the enginemen 
have contained scales of pay graduated according to the weight on drivers of 
locomotives operated. Thus, as the carriers have sought to reduce per-car-mile 
expenses by operating longer trains with heavier motive power, they have been 
confronted with automatic wage increases for the enginemen. 

“The vast increases in train speeds made possible by improved equipment 
and roadway have also tended to increase the daily earnings of operating 
employees. 

“It is a practice of the operating brotherhoods to limit the mileage a member 
employee can run in road service in a month. Generally, regular passenger 
train enginemen and firemen are permitted to make no more than 4,800 miles 
each month, and passenger trainmen are subject to a maximum generally not 
exceeding 6,600 miles per month. 

“The earnings of individual employees are therefore limited by these mileage 
restrictions under which an employee can frequently receive his maximum 
allowed monthly earnings within 15 working days, or less. The wages paid by 
the railroads, however, for keeping a train and engine crew in service daily are 
not affected by these mileage limitations, except that unemployment and retire- 
ment taxes are increased slightly. Thus the cost to the railroad of keeping an 
engineer, for example, on a certain run for a month may be more than twice the 
earnings of any engineman employed on that run due to the limitations imposed 
upon the monthly earnings of individual employees. 

“In many instances the number of men in a train crew is governed either 
by State full-crew laws or by labor agreements rather than by the requirements 
of the operation in question.” 

I should mention, finally, last year’s findings and observations of the Surface 
Transportation Subcommittee of the Senate Committee on Interstate and For- 
eign Commerce. The subcommittee’s report dated April 1958, said “there should 
be reappraisal of the entire railroad labor situation in the light of the present 
plight of the railroads.” This is necessary, the report continued, “because the 
number and kind of jobs held by the membership of the railroad labor unions is 
inextricably intertwined with the economic welfare of the railroad industry. 
The problems of the two groups are mutual problems.” 

The report added: “The subcommittee urges that railroad labor cooperate in 
proceedings designed to strengthen the economic position of the railroads.” 

I submit in all candor that provisions of 8. 226 and H.R. 1012 are not designed 
to strengthen the economic position of the railroads. Rather, if enacted into 
law, they can only undermine further a position already seriously endangered 


by a burden of over $500 million a year in excess costs imposed by outmoded 
work rules. 
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Attached to this letter is a copy of the speech I delivered to the annual m 
ing, National Association of Shippers Advisory Boards in St. Louis, on Feb 
ruary 11. Particular attention is invited to the comments I addressed in that 
speech to our railroad workers. I emphasize again that those comments ee 
not and should not be construed as an attack on railroad labor. There jg . 
more able or conscientious work force in any industry in the Nation. My Caren 
was rather the deadly rules railroadmen work by—rules which impose harsh 
limits on their creative ability and output and which, ironically, undermine the 
very jobs they were meant to protect. 

More than 500,000 railroad jobs have been lost since the end of World War jy 
Unless railroad labor and management and representatives of the public work 
out sound solutions to both the internal problems of outdated work rules and 
the external problems of discrimination in governmental treatment of the yap. 
ious forms of transportation, more thousands of jobs will be lost. 

I firmly believe that ‘“‘make work” destroys work. An end to such restrictive 
practices would cut operating costs, streamline service, and make railroads 
more competitive in attracting new business. This would open the way toward 
more, not fewer, employment opportunities on the railroads. Rather than try- 
ing to freeze job levels in a weakened industry, it would seem that a more 
sensible course for rail labor leaders would be to concentrate on ways of help 
ing railroads regain strength, expand business, and create new prosperity—not 
only for railroads but for all the Nation. 

If we can attain these goals, we will be on our way to a new era in rajl- 
roading—a new era of vigorous growth and unprecedented levels of transporta- 
tion service to our dynamic America. 

Yours very truly, 
D. P. Loomis, President, 


YEAR OF DEcISION: CLEAR TRACK OR CRISIS? 


Address of Daniel P. Loomis, President, Association of American Railroads, 
Before the Annual Meeting of the National Association of Shippers Advisory 
Z0ards, St. Louis, Mo., February 11, 1959 


Gentlemen, we meet again in a time of continued economic uncertainty here 
at home and of undiminished political tension abroad. We meet as partners in 
the great drama of production and distribution that is America’s. We meet to 
reaffirm our faith in the lasting spirit of cooperation between you shippers, who 
represent America’s vast productive might, and the railroadmen whose sweeping 
transportation facilities form the vital base for our rising standards of living, 

As we work together, so are our fortunes linked together. And so also are 
the fortunes of all America reflected in our activities. We prosper together. 
And when one of us suffers, the Nation suffers A sick industry means a sick 
economy. And sick railroads mean a national calamity. 

It could not be otherwise with an industry pumping $10 billion a year through 
the economy’s bloodstream * * * that employs nearly a million Americans * * * 
whose purchases of materials and new equipment intimately affect the jobs of 
another million workers in supply industries * * * whose stocks and bonds are 
held by still another million people * * * whose trains carry 400 million pas- 
sengers a year * * * and whose freight cars are the great burden bearers of the 
Nation, bringing us the food we eat, the clothes we wear, the fuel we burn, and 
all the other things we use in our daily home and work life. 

Yet I am here today not to dwell on our problems * * * but to hold out new 
hope of recovery for a seriously afflicted industry—new hope for a brighter day 
in transportation for Americans everywhere I hold out hope of healthy and 
vigorous railroads, making rising contributions to the Nation’s economic vitality 
and national security, and spreading greater prosperity outward to all businesses 
and to all America. 

There are challenging horizons before us. This is the most exciting and 
promising era in all of transportation’s history. Almost daily, miracles are 
performed by transportation men of vision The world is preparing to conquer 
outer space. We fire missiles and satellites into the heavens and stand on the 
threshold of a wholly new form of transportation. 

But what an ironic and devastating failure in human progress if we conquer 
space, only to become mired down and earthbound on the world we live in. How 
empty will be the glory of landing on the moon. 
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If you are tired of hearing about railroad troubles, I can assure you that the 

oads are tired of telling you about their troubles. We are sick of being 

the problem child of the American economy. But let’s be realistic. Let’s all— 

everyone everywhere—zet sick and tired for once over the causes of those 
troubles. Let’s come to iron grips with those causes. 

Only then can railroads regain their rightful place in the national economy. 
And by that, I don’t mean rising from a sickbed to a wheelchair. I mean becom- 
ing a healthy, vigorous progressive railroad industry again, making the vital 
contributions to an expanding America that our citizens have a right to expect. 
The railroads intend to fight toward that goal. And we ask for your help— 
and the help of all thoughtful Americans. 

The results will be worth the effort. Railroads have woven a marvelous 
new pattern of facilities out of a postwar investment of $14 billion. This 
private capital spending, made in the face of the most forbidding obstacles, has 
changed the face of railroading and provided greatly improved service at low 
costs for producers, consumers and the whole country. 

Yet this is only the beginning. Modern railroading has enormous undeveloped 

ntials. Given a real chance to earn a decent living and rise to their full 
potentials, the railroads can and will give the Nation wonderful new levels of 
streamlined service and provide a vibrant nucleus for a dynamic American 

omy. 
"Tee te the choice before us, before you, before America. It is the Nation’s 
decision as much as it is ours. For the railroads, acting alone, cannot possibly 
solve the crushing problems of discrimination that have grown up in public 
transportation policies over the past half century. 

A start was made toward solution last year in passage of the Transportation 
Act of 1958 and repeal of the price-inflating Federal excise tax on freight ship- 
ments. But you know, as we do, that much more remains to be done. Before 
us now lies the tougher, yet much more meaningful and rewarding job to be 
done on the deep-down roots that are tapping the industry’s strength and spread- 
ing its weakness throughout the economy. 

It is imperative that the Nation get on with this job of putting some realism 
into Government’s transportation policies. America’s railroads cannot resume 
their rightful position and make their fullest contribution under a policy which 
bleeds off rail revenues through blinding taxes, then applies these to the subsidy 
and promotion of competing carriers. This is a sorry way to run a railroad. 
In fact, I don’t think the Nation could have created any better way to ruin the 
railroads if it had set out purposely to do so. 

While railroad men are going to fight as never before for a solution to such 
public policy problems, this, even when successful, will not alone give us the 
clear track to greater progress which is our country’s privilege. There is another 
area of festering and cancerous growth which must be cleaned out before our 
full potential can be reached. In this area lies the opportunity for great prog- 
ress with consequent benefits to labor, management, shareholders, shippers 
and, indeed, the entire American economy. 

I refer now to the wasteful and burdensome work rules—commonly known 
as featherbedding—which hang like an economic albatross around the neck of 
American progress. Rooted in the horse-and-buggy era of 40 and more years 
ago, the work rules have remained fixed and inflexible while the industry made 
enormous strides in technical improvement. These outmoded rules now con- 
stitute an immediate drain on the industry in excess of $500 million annually 
and—equally important—act as a deterrent to further progress, as a job de- 
pressant and a barrier to advancement to the men and women now employed 
in our industry. 

Imagine, if you will, what half a billion extra dollars a year could mean if 
plowed into repair work. The backlog of bad-order cars would evaporate and 
vast numbers of laid-cff men put back on the payroll. Or think of what such 
a volume of additional investment in modernization could do to railroading—and 
what it could mean to our customers, our suppliers and to the national economy. 

Featherbedding by any definition is a net loss to all America. 

It puts pressures on our rate structure and bids up prices to all consumers. 
It is a handmaiden of the ruinous inflationary spiral. 

It helps impoverish and weaken the railroads, means fewer returns to in- 


vestors and a virtual freezeout of the new equity capital needed to expand 
and improve plant. 
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It gnaws insidiously at our competitive position and ultimately destroys the 
very jobs it seeks to protect—both for railroaders and all those who depend on 
railroad purchases. 

So I say that for the good of all America, something drastic must be dope 
about this destructive growth. And 1959 is the year of decision. A 3-year-old 
agreement to postpone revisions in working rules expires on October 31, This 
poses great opportunity for both labor and management to break out of thege 
chains to the past. 

But let me bring this subject down to specifics and show what featherbedding 
really is. The practice is concentrated among certain classes of train operating 
positions, which account for about one-fourth of total employment. The three 
most damaging areas are as follows: 

First is the antiquated mileage-day pay system which siphons off virtually 
all the benefits from modernized motive power and stepped-up train speeds, 

Second are the towering jurisdictional walls that stand rockhard in the path 
of streamlined service—the claim-to-work rules that ban road crews from worki 
in yards and bar train crews from crossing district and seniority boundaries, 

Third are the senseless requirements for useless crewmen on trains and other 
equipment—for firemen who tend no fires and extra brakemen who handle no 
brakes. 

The dual mileage-day pay standard is itself a glaring anachronism. While 
modernization sweeps ahead throughout the railroad structure, this 40-year-olq 
work rule clings like a leech to the carriers’ body, draining away its lifeblood, 
Simply stated, it provides that when locomotive and freight train crewmen cover 
100 miles, they must get a basic day’s pay. Passenger trainmen put in 150 miles, 

One doesn’t have to be a railroad expert to see what is wrong with such a 
system. When standardized in 1919, it had a perfectly reasonable basis. That 
was the day of the plodding steam locomotive, the model T and the wheezing 
biplane. A run of 100 miles in freight service did indeed take about 8 hours’ 
time. And a run of 150 miles in passenger service required 744 hours. 

But those times are now ancient history. Along came great improvement 
programs—streamlined diesel locomotives, electronic traffic control systems, 
faster rolling stock and straighter, freer right-of-way. Freight and passenger 
train speeds nearly doubled. 

Yes, railroading changed as all America changed. But the old rules did not. 
They remained as inflexible as a rock. And the modernized iron horse remained 
tied to a 1919 hitching post. 

Employees on passenger and through-freight trains found themselves com- 
pleting runs in up to half the time formerly required. On some of the choice 
“red apple” runs where train speeds exceeds 75 miles an hour, a basic day’s 
wages are earned in less than 2 hours. 

Look briefly at what happens when train speed rises within this work- 
rule frame. A passenger train now covers the 900 miles between New York and 
Chicago in about 16 hours. But the railroad by no means pay just 2 days’ pay 
for the engineers’ services. No. the carrier must pay over 9 basic days’ pay for 
each crew position on the 16-hour run. 

Or move on westward to another fast run. A train covers the 1,034-mile 
trip between Chicago and Denver in 16% hours. Again, the payout is not for 
2 days’ pay, nor even for 9. The carrier’s costs equal a total of 1014 basic days’ 
pay for each engine crew position. By contrast, a bus driver generally works a 
full 8 hours for his day’s pay. 

This system is so self-destructive that I doubt if one could have devised 
anything more likely to kill off its practitioners. As railroads step up train 
speeds and streamline service, these restrict-the-work rules rake off virtually 
every dollar of benefit that results. Little remains for other employees—and 
nothing remains in the way of price reductions for customers and dividends 
for. shareholders. Modernization thus carries a built-in penalty. It becomes 
a curse instead of a blessing. 

How long can the railroad business withstand such bloodletting? How long 
can the great majority of rail employees tolerate such obstacles to their own 
advancement? How long will our customers countenance accompanying Up 
pressures on our prices? The future of this vital industry rides on the answers. 

At the same time revision is made in the old dual pay system, something must 
also be done about the rigid lines drawn between the kinds of work each group 
of employees will do. These separations hit the railroads and the general 
public especially hard because they pose invisible blocks on what should be 
a free and open track. For instance, we generally cannot run one train crew 
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through a division change-point, because rules say that employees within each 
walled-in division have the right to man all trains in that area. This may have 
made sense when steam locomotives covered only 100 miles or so and took a 
érew’s entire working day. é ; 

But it makes no sense now. ‘That New York-Chicago passenger train I cited 
a while ago has to stop and change engine crews seven different times along 
the way. That Chicago-Denver run requires eight different engine crews, each 
putting in an average of about 2 hours. And think what time is lost changing 
crews and cabooses on piggyback and hot-shot freights. The system prac- 
tieally invites competition, not so burdened, to nibble: away at our traffic. 

High walls also loom between road and yard crews, with each forbidden to 
work in the other’s domain except at grave penalty to the railroad. This can 
even lead to a railroad’s paying three times to get one thing done. For example, 
in one referee’s interpretation of the rules, a yard employee was awarded an 
extra day’s pay for working a few minutes on line outside the yard limit, while 
a road employee got a day’s pay for work he did not do but claims he should 
have done. That's 3 days’ pay for one task—two for the yardman, one for 
the roadman ! 

In another instance, the rules forced payment of an extra day’s pay to a 
road freight engineer for moving his train a few car lengths in a freight yard— 
the job claimed under the work rules to belong to a yard engineer. 

A yard crew making a 4-mile round trip to help a freight train through snow 
got extra pay for 100 miles of road service. 

Can you think of a faster way to go broke? How long can the Nation’s 
economy bear such a deadly drag? Here is a system geared to ineflicieney and 
bungling, to delays in moving your shipments, to the most indefensible waste. 
We cannot continue to carry such a back-breaking load. And neither can you 
or the public. 

Now look for a moment at that classic featherbedding rule—one which places 
unneeded men on trains just for the ride—excess baggage which displaces and 
preempts the jobs of truly essential railroaders. Hoary-headed, coal-burner 
rules still require an inflated number of men on trains and self-propelled pas- 
senger cars and work equipment. These surplus men may have been truly 
needed long ago, but no more. 

The position of diesel firemen is a case in point. They once shoveled mounds 
of coal into giant steamers and were among the hardest workers on the rail- 
roads. Now, as stated by the neutral members of arbitration case 140, “the 
change from steam to diesel power left little or nothing for the firemen to do.” 

Canada -has demonstrated the high statesmanship required to deal with this 
problem. When negotiations on the status of firemen reached a deadlock be- 
tween the Canadian Pacific Railway and the firemen’s brotherhood, the Govern- 
ment appointed a royal commission of outstanding Canadian citizens to inves- 
tigate. After months of study and hearings, the commission handed down its 
historic decision just a little more than a year ago. It found the fireman’s posi- 
tion on diesel engines in either freight or yard service wholly unnecessary. At 
that stage of the controversy, no other classes of service were a part of the dis- 
puted issue. 

The fireman’s functions, the commission concluded, “have either totally dis- 
appeared, as in the case of the production of power, mechanical assistance and 
inspection, or are a mere duplication of what is discharged by another or others, 
as in the case of the lookout functions performed by the headend brakeman and 
the engineman.” 

. The commission, significantly, was not impressed with arguments that fire- 
men are necessary for safety reasons. It made on-scene studies of train opera- 
tions without firemen on this continent and in Europe and found their safety 
experience comparable to operations with firemen. I might add that overall 
railroading is no different here from the system across from our northern border. 
Canada has shown the way toward truly modernized train employment. The 
lagging United States can do no less than catch up. 

' The telling burden this type of “make work” imposes on the industry can be 
measured in the annual cost of unnecessary firing. jobs on U.S. railroads. This 
amounts to more than $200 million. Rules and regulations forcing use of other 
unneeded men bleed off another $90 million. 

‘Imagine for a moment how much savings of that magnitude would mean to 
the public in the way of healthier railroads, more purchases and supplier jobs— 
and more jobs on the railroads themselves as they get back on their feet. 
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Now, all I have said up to this point proves just this: Even the most. 
able work standard must in time become wholly unreasonable unless impro 
and tailored to match changing conditions. And no one can deny that re ved 
is long overdue in railroading. That fact has been attested to by the highest 
authorities who have investigated the problem, including representatives of the 
Congress, Presidential emergency boards,.the Interstate Commerce Commission 
and State regulatory bodies. It is also significant that enlightened labor leaders 
in almost all other segments of industry recognize that job-output standards 
must keep pace with changes in technology and employee performance. 

Actually, fair reassessment and revision of these ancient work standards are 
all the railroads seek. Our goal boils down to this simple, reasonable objectiye: 
A fair day’s work for a fair day’s pay. . 

If we can attain this goal, and if we can couple it with forceful, effective ag 
tion on the publie-policy scene, we will be on our way toa wholly new era in rail- 
roading, a new era of vigorous and lusty service to our growing America. 

What we do now can mean final recovery of the iron horse from its chronic 
sickness. I don’t mean just halfway recovery to another limping in-betweep 
stage—but all the way, to full strength and new growth. This hard vision ang 
practical promise are ours if we will but reach out to seize it. 

Let me also add a strictly personal comment. I did not become president of 
the Association of American Railroads to nurse this proud industry through its 
last illness. Railroads remain critically ill, but they have started on the road 
back and they have strong leadership throughout the country which is deter. 
mined on a program of affirmative action to cure their ills. We are not 
to be content with halfway measures. And we shall seek the help of all ip. 
dividuals and groups with the good sense to see what is at stake in this great 
effort. 

Now, I want to make one point crystal clear. I am not attacking railroad 
labor. There is no more able or conscientious work force in any industry in the 
Nation. I am, however, attacking and condemning the deadly rules our workers 
must work by—rules which limit their creative ability and their output and 
detract from their dignity—rules which are thoroughly un-American in con- 
cept and economically destructive in practice. 

If railroad labor leaders were with us today, I would plead for them to join 
us here in forging this new era of growth and greatness. A half-million railroad 
jobs have been lost in the last dozen years. Unless we solve our internal and 
external problems, more thousands of jobs will go down the drain. No labor 
leader wants that. And neither does any railroad official. 

So I urge our brotherhoods to act with us to help reverse this disastrous trend. 
Let’s wipe out featherbedding. Let’s stop paying men for work they don’t do. 

Let’s stop dissipating our lifeblood in frustrating clashes over rules everyone 
recognizes as unsound and unfair. 

Let’s stop arguing over who will get the biggest share of a reeling industry's 
dwindling income; and turn our eyes and hearts to ways to regain strength, 
expand business and divide the fruits of new-found prosperity. 

To our workers, I say, this is your great hope for the future. It is your only 
hope. It is also America’s great hope to get the strong railroads it needs for 
the normal demands of commerce and the unprecedented demands of war 
emergency. 

Let me illustrate this overriding public interest in wiping out featherbedding 
with just two specifics : 

First, the peace of the world—and the continued freedom of our own country 
and all other free nations—is utterly dependent today on the continued strength 
and resources of America. The military mobility of our Nation, in event the 
cold war ever suddenly flares into a hot war, is of transcending importance. 

In World War II the railroads were called upon to handle over 90 percent 
of military freight and 97 percent of all organized movements of military per- 
sonnel. This is an achievement of which all of us in transportation have a 
right to be proud. But we must also be deeply disturbed over the fact that the 
railroads do not now have the equipment and capacity to handle the military 
passenger volume imposed on them in the last war. It is also a blunt fact, which 
we cannot afford to ignore, that under the conditions of World War II, highway 
and air transport would be entirely inadequate to carry the load. Reliance 
would have to be placed on the railroads. Full recovery of the railroad industry 
is of paramount security importance to the American people. 
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Second, President Eisenhower, in his annual economic message to Congress 
jast month, called for an all-out national campaign to halt inflation. He warned 
that the United States can become increasingly prosperous only if it holds the 
line against price increases, and called upon labor, businessmen and consumers 
to join the Government in a drive to achieve “inflation-free, sustainable growth.” 
Wage gains that outrun increases in industry’s productivity were singled out as 
a primary cause of higher prices. a : 

The elimination of a half-a-billion dollars a year in wholly nonproductive 
make-work and featherbedding in the railroad industry would represent a tre- 
mendous contribution to the fight against inflation. For nothing is more in- 
flationary than pay for work not done, for services not performed, for goods 
not produced. Featherbedding goes hand in hand with the high and rising 
cost of living. 2 y 

Then we must recognize still a third and more pressingly immediate symbol 
of the public interest. In these times of upheaval, America cannot afford the 
luxury of labor-management discord in a vital industry. Nor can it tolerate 
work stoppages and the inexorable grinding down of the economy that would 
come if train wheels stop turning. 

The Nation has just emerged from serious trouble resulting from strikes in 
air transportation. I do not belittle that trouble when I say what we have seen 
is but a token of the economic disruption and personal hardship a railroad tie- 
up would bring. So while we seek labor’s earnest cooperation in preventing 
full-scale crisis, we cannot bury our head in the sand. It is time to face up to 
the possibility of tieup—and time to take forthright action to make sure it 
does not happen. 

I therefore propose this first step toward solving the problem of feather- 
bedding on the railroads: That leaders of the train operating brotherhoods join 
with railroad management in asking President Eisenhower to name a nonpar- 
tisan group of distinguished citizens to study this whole question. 

Such a special commission should go to work immediately, well in advance 
of any transportation crisis, preparing an independent and objective appraisal 
that will protect the welfare of our country, the solvency of the railroad industry 
and the security of its workers. 

We all recognize what exceedingly heavy burdens are carried by the Presi- 
dent, and none of us would unnecessarily add to these responsibilities. We feel, 
however, that our urgent request is justified because of the transcendent national 
significance of a sound solution to the featherbedding problem. 

Accordingly, I am sending today a letter to the leaders of the operating 
brotherhoods, asking them to join with me and other railroad executives in 
requesting Presidential action on a commission. Labor can do the Nation— 
and itself—no greater service than to join us now in seeking the Government’s 
help in laying a basis for sound, new work standards in the railroad industry. 

The job of breaking the featherbed chains around our industry is going to 
be the most difficult labor issue ever faced in railroading. Both the brotherhoods 
and management need help. And we cannot shrink from seeking it. The 
American people themselves have too much at stake on the outcome. Only 
through the wholehearted cooperation of management, labor and public leaders 
can we hope to free the Nation from the wastes of featherbedding and from 
the multiplying penalties of a weakened industry. 

In closing, let me say again to you shippers and to all America that railroad- 
men know only too well that the road back for our industry is a rugged one— 
but we intend to leave nothing undone to regain our place as a dynamic, pro- 
gressive business. During the months ahead when this crucial issue is being 
decided, we will need your warmhearted support and understanding. In re- 


- turn, we will express our gratitude in the one way you will understand best— 


in the rebuilding of a great industry, in new achievement and in new benefits for 
all the Nation. 


(Whereupon, at 4:20 p.m., the committee adjourned. ) 
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